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DIVIDEND ON 
COMMON STOCK 


The directors of Chrysler Corporation 
have declared a dividend of seventy- 
five cents ($.75) per share on the out- 
standing common stock, payable 
March 14, 1944, to stockholders 
of record at the close of business 
February 28, 1944. 


B. E. HUTCHINSON 
Chairman, Finance Committee 

















(@inERCL Jovestvent Rust 
CORPORATION 


Common Stock, Dividend 


quarterly dividend of 60 cents per share in cash 

as been declared on the Common Stock o 
OMMERCIAL INVESTMENT IRUST 

ORPORATION. payabie Apri 1, 1944. tc 

tockhoiders ot record at the close of business 
March 10, 1944. The transter vooks will not 

ose. Checks will be mailed. 
JOHN i. SNYDER, J reasurer. 


ebruary 24, 194! 








THE TEXAS COMPANY 


166th Consecutive Dividend paid 
by The Texas Company and its 
predecessor. 














A dividend of 50¢ per share or two per 
cent (2%) on par value of the shares 
of The Texas Company has been de- 
clared this day, payable on April 1, 1944, 
to stockholders of record as shown by 
the books of the company at the close 
of business on March 3, 1944. The stock 
transfer books will remain open. 
L. H. LINDEMAN 

February 16, 1944 Treasurer 














UNION CARBIDE 

AND CARBON 

CORPORATION 
UCC] 


A cash dividend of Seventy-five cents 
(75¢) per share on the cutstanding 
capital stock of this Corporation has 
been declared, payable April 1, 1944, 
to stockholders of record at the close 
of business March 3, 1944. 


ROBERT W. WHITE, Vice-President 








SOUTHERN PACIFIC COMPANY 


DIVIDEND No. 105 
A QUARTERLY DIVIDEND of Fifty Cents ($.50) 
per share on the Common Stock of this Company 
hag been declared payable at the Treasurer’s Office, 
No. 165 Broadway, New York 6, N. Y., on Monday, 
March 27, 1944, to stockholders of record at three 
o’clock P. M., on Monday, February 28, 1944, The 
stock transfer books will not be closed for the 

payment of this dividend. 

J. A. SIMPSON, Treasurer 

New York, N. Y., February 17, 1944, 
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Cash farm income soared to a record-breaking high of $19,678,000,000 last year, against 
$15,979,000,000 in 1942, $8,686,000,000 in the pre-war year 1939 and a measly $4,743,000,000 in 
1932. The Government is committed to maintaining a good floor under post-war farm prices. 


Yet we hear that many farmers are complaining. Some people seem hard to satisfy! 
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THE BARUCH REPORT... It has long been obvious 
that “unwinding” the war economy and getting back to 
peace-time industrial operations would present problems 
scarcely, if any, less complex than those we encountered 
in mobilizing for war. We did not begin to prepare for 
war with full realism until forced to by stark events. 
Whether we will now make sufficient advance preparation 
for demobilization and reconversion appears to be, so to 
speak, on the laps of the political Gods. 

The Baruch-Hancock recommendations offer orderly 
and workmanlike methods by which the Government 
can settle its war contracts, dispose of surplus goods and 
plants and expedite the change-back to civilian produc- 
tion. The authors also suggest that Congress should 
come to advance grips with post-war tax reduction legis- 
lation. 

The policies proposed seem to us so clear and sound 
that there ought not to be much room for controversy. 
It is an unfortunate fact, however, that controversy did 
immediately arise. Congress not only wants a voice in 
shaping policy but also demands substantial control over 
the administrative set-up. 

Mr. Baruch is correct in believing that the men who 
guided the mobilization for war under broad authoriza- 
tions of Congress are best fitted to guide the demobiliza- 
tion, especially since both the planning for demobilization 
and the actual beginnings of it will overlap the con- 
tinuing prosecution of the war. To establish a new 
agency, responsible largely to Congress, as Senator 
George’s committee proposes, appears to us impractical 
st and undesirable. 

f Both on policies and methods, the Baruch-Hancock 
inf rteport emphasizes the desirability of close cooperation 
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LAURENCE STERN, Managing Editor 





The Trend of Events 


between Congress and the Administration, to that end 
suggesting that Congressional action be effectuated 
through establishment of a responsible joint Senate- 
House committee. It is most unfortunate—but a fact not 
to be blinked—that the present political atmosphere at 
Washington offers scant promise that we shall have this 
necessary cooperation. On the contrary, if our home-front 
war between the White House and the Congress con- 
tinues, there will be grave danger that advance prepara- 
tion for demobilizing industry will lag for many months 
and that peace may find us almost as ill-prepared as we 
were for war. 


DECLINE IN EMPLOYMENT... With the war far from 
won and with Government spending for war maintaining 
the high average levels reached in the second half of last 
year, even though moderately under the previous peak 
monthly rate, it is a startling fact that unemployment 
has been increasing in recent months at a pace much 
greater than can be accounted for by seasonal influences. 

According to the preliminary survey of the National 
Industrial Conference Board, January employment—in- 
cluding members of the armed forces—declined by 1,700,- 
ooo persons from the December total and reached a level 
about 4,000,000 less than the peak total of last September. 
Of course, part of this shrinkage is seasonal, especially as 
regards employment in farming, retail trade and some 
food lines. But, on the face of it, something like half of 
the total decline is without seasonal explanation—since 
the comparable shrinkage over the same period of 1942- 
1943 was only 1,600,000 jobs. 

Moreover, the preliminary January data show employ- 
ment declines specifically in various industries where we 
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had least expected them at this time: including automo- 
bile equipment, aviation, iron and steel, shipbuilding and 
lumber. How can that be? 

It is only a few weeks ago that the President and some 
of his most respected administrative associates were 
plausibly arguing the case for compulsory national 
service; and the War Manpower Commission was con- 
tinuing to warn that maximum needs for labor in the war 
effort had not been reached, and would not be reached 
before summer at the earliest. 

One might conclude that the arms production sched- 
ules have been scaled down more than has been revealed 
—except that the Treasury expenditure figures lend scant 
support to any such theory. The more likely assumption 
is that the arms making industries have simply proven 
able to turn out more stuff with fewer workers than had 
been expected. Since all of us have been amazed by this 
demonstration of productivity, it is not surprising—nor 
a fair basis for criticism—that Government officials have 
persistently over-estimated the 1944 labor needs. 

But in any event it is food for sober thought that we 
are already apparently seeing the first significant advance 
shadows of the serious unemployment problem that will 
confront us after the defeat of Germany and during the 
industrial reconversion period. Recognizing the reality, 
organized labor is busily striving to nail down the gains 
made during the war, while the nailing is still fairly good. 
But it is hard for us to believe that a declining employ- 
ment trend can fail to aid the cause of wage-price stabili- 
zation; and do so rather effectively while the politicians 
are still debating governmental controls. The “inflation 
pressure,” like the labor shortage, just isn’t—and never 
was—quite as formidable a problem as it was cracked 
up to be. 


CORPORATION TAXES ... The primary defect in the 
attitude that has been taken toward corporation taxes 
for many years by politicians, the propagandists of or- 
ganized labor and too large a portion of the public is 
that it is simply unintelligent. 

Corporations did not develop by chance. They exist 
because the corporate form is the most convenient and 
eficient means of organizing capital, materials and labor 
for large scale production and distribution. Looked at 
realistically, corporations are funnels through which con- 
tinuous income payments are made to individuals for 
their labor, or for materials and services bought, or for 
recompense to owners for the use of their capital. 

Thus put in proper focus, it should be apparent that 
unnecessarily high taxes on corporations are actually and 
inevitably borne by the general public. Harsh taxes in 
a normally competitive economy impede the flow of 
income payments by corporations to individuals and tend 
either to raise product prices or prevent their reduction, 
since an adequate net return on invested capital, after 
tax payments, is required to induce adequate production. 

For the basic reasons cited here—and not because of 
political “reaction to the Right’”—we now see the slow 
beginnings of a substantial change in public thinking on 
this matter. It seems probable that in tax revision after 
the war, Federal revenue needs will rely more on in- 
dividual taxation, less on corporation taxes. That is how 
it should be. Since, in the final analysis, individuals— 
rather than the impersonal entitities called “corpora- 
tions” —bear the load anyway, it might better be as direct 
and unconcealed as possible. More important than that, 





corporate taxes of anything like the present scope and 
type would be an insuperable obstacle to expanding pro- 
ductive investment such as will be essential if we are to 
have the desired level of post-war private business ac- 
tivity and employment. 

This is not a problem of the distant future. Tax reduc- 
tion and thorough revision of tax methods will have to 
be inaugurated fairly promptly after the defeat of Ger- 
many. Otherwise, the only alternative will be continu. 
ously deficient private capital investment and the pro- 
gressive socialization that goes inevitably with perennial 
reliance upon extraordinary Government spending. 
Thus, Mr. Baruch is correct in suggesting that it is not 
a bit too early for Congress at least to begin making its 
post-war tax plans. 


PUBLIC VS. PRIVATE UTILITIES . . . The Twentieth 
Century Fund, a research organization endowed by Ed- 
ward A. Filene, Boston’s famous merchant, has just pub- 
lished a book on private electric utilities versus publicly 
operated utilities. Its most general conclusion is that: 
“There is no conclusive evidence that private enterprise 
is more or less efficient than public enterprise.” 

To this we take exception. For reasons that we believe 
to be obviously inherent in human nature, private enter- 
prises will always on an average be more efficient than 
public enterprises, despite the minority of exceptions that 
can always be found to any general rule. 

The study concedes that cost comparisons can be mis- 
leading unless all factors are carefully taken into account. 
For instance, the cost of regulation of private utilities is 
part of the expense borne by the electricity consumer, an 
expense not present in publicly owned utilities. Again, 
backed by government credit, public enterprises can raise 
capital more cheaply than private ones; and they do not 
pay taxes. In the case of multiple-purpose public ven- 
tures—such as TVA’s power, irrigation, navigation and 
flood control services, etc.—there is no valid basis for cost 
comparison with private electric utilities. 

Excepting within the areas of the big Federal hydro- 
electric projects, there is apparently no increasing public 
demand for municipal power operation. 
trary, in recent years voters have turned thumbs down on 
many such proposals. ‘The war period probably will see 
the maximum in development and expansion of Federal 
hydro-electric projects. They have come in very handy 
indeed in the war effort, but most—especially in the far 
West—will have a capacity in excess of reachable civilian 
needs for years to come. Besides that, we have strong 
doubts that either the present Congress or the one to be 
elected next November will agree to do more than main- 
tain the Federal power projects already in being. 

That will leave over 80 per cent of the electric power 
business under private ownership. There is no need nor 
occasion for economic conflict between the two forms of 
operation—once the relationships are stabilized, as they 
will be. They can exist together, without the destruction 
of private enterprise, as was the case for many years be- 
fore the war in various other countries. i 


THE MARKET PROSPECT .. . Our most recent invest- 
ment advice will be found in the discussion of the pros- 
pective trend of the market on page 542. The counsel 
embodied in the feature should be considered in connec- 
tion with all investment suggestions, elsewhere in this 
issue. Monday, Feb. 28, 1944. 
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Prime MINISTER CHURCHILL’S emphatic re- 
minder, in his recent report to Parliament, that we may 
have to face another full year of war in Europe merely 
confirms the belief which of late has been gaining ground 
in our own country. President Roosevelt and other re- 
sponsible leaders have repeatedly spoken in this vein. 
If Mr. Churchill at this time saw fit to make it vir- 
jually the keynote of his report, he presumably did so 
because he recongized the need, in his own country, of 
striking a balance between undue optimism and undue 
gloom. This is exactly what his report amounts to, and 
fas such it is a constructive contribution to our and to 
British understanding of the war situation. But its sig- 
nificance goes far beyond that. If the report was ren- 
dered with less than the usual skill, it was due perhaps 
to the Prime Minister’s realization of the need not only 
for information but for explanation as well. 

Most of us have been aware of the subtle changes which 
in recent months have affected Mr. Churchill’s political 
position at home. He himself is too astute a politician 
to be unaware of their portent. Signs have been multi- 
plying that the party truce in effect in England since the 
beginning of the war may soon undergo its first serious 
crisis as conservative control is increasingly challenged. 
It is against this background, then, that 
the Prime Minister’s report must be eval- 
uated perhaps in the first instance. 

The debate in the House of Commons 
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been accused of giving in to Russian political, and per- 
haps territorial, aspirations in the Balkans and Eastern 
Europe, of being led instead of leading, of lacking back- 
bone in the handling of present and future political 
problems of special interest to Russia, to the detriment 
of Britain’s position in Europe. That the Churchill 
Government is highly sensitive to such charges is made 
obvious by Foreign Minister Eden’s quick avowal that 
the Government is reserving the right to intervene in 
the settlement of political affairs in any part of Europe, 
a broad statement indeed in view of the situation created 
by the impasse over the Polish question. 

But in spite of the political considerations the Prime 
Minister had to contend with, his report fully displays 
the confidence that no longer needs to assert the certainty 
of victory. This of course is fully justified by the war 
situation. Yet there are points which are apt to throw 
an interesting light on the possible immediate course, 
points which tend to support Mr. Churchill’s idea of 
the probability of a longer war. 

His accent on the use of Allied air power against Ger- 
many, his expressed hopes of eventually driving the Luft- 
waffe from the skies leaves the impression that achieve- 
ment of this objective may be (Continued on page 586) 








leaves little doubt about it. According 
to press reports, amazingly harsh words 
were spoken. If anything, this tends to 
underline the impression that = Mr. 
Churchill, as his speech clearly implies, 
was politically on the defensive. In 
dealing at length with such topics as the 
difficulties of the Italian front, and in 
hinting at the rockiness of the road in 
formulating British policy towards Rus- 
sia, he merely anticipated the challenge 
he knew would be flung from opposition 
quarters. The acerbity of the debate 
made it clear that he failed in shaking 
the critical attitude of his audience. 

Disappointment in England over the 
slow progress of the war in Italy has been 
keen and comment thereon openly criti- 
cal. The Prime Minister did his best 
lo explain the reasons and to defend 
Alexander, whose capacity had _pre- 
viously been questioned when he was 
in command in Africa. Also, apprehen- 
sion over British policy vis-a-vis Russia 
has been mounting and has become in- 


preasingly vocal. ‘The Government has 
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American = sol- 
diers on one of 
the many far- 
flung fronts of 
global war — 
this one in the 
distant South 
Pacific. 









A group of 
United States 
Army officers 
examining a 
German air- 
plane which 
was captured 
intact in the 
Mediter- 
ranean war 
area. 





International News Photos. 











What’s Ahead for the Market 


We believe it is doubtful that the present selective rally will develop into either broad 
or sustained advance. As long as the industrial average continues stalled, the technical 
implications of further moderate strength in rails must remain uncertain, if not negative. 


oe a 


Summary of The Fortnight: The rail and utility aver- 
ages continued to provide bull leadership, each reaching 
new recovery highs. While the industrial average ad- 
vanced modestly, it still remains in the long familiar 
trading rut. Though volume indications were moder- 
tely encouraging, the market seemed uncertain of the 
political significance of the thumping revolt of Congress 
on the tax bill veto. 


The question of whether “minority” leadership—as 
represented by strength in rail and utility stocks, plus 
a small sprinkling of new highs in secondary industrials— 
can induce a more general market advance of significant 
proportions is still unanswered. 

And to this we now have added a second question of 
much interest: Does the recent sensational revolt of Con- 
gress against the White House on the issue of the tax 
bill veto mean that President Roosevelt’s prospect for 
re-election has been seriously impaired; and, if so, is 
that sufficiently bullish in its market implications to 
touch off a broad and sustained advance? 

On the day of Senator Barkley’s political bombshell, 
trading volume on the New York Stock Exchange spurted 
to 943,184 shares, compared with 594,435 shares on the 
previous pre-holiday session; 465 issues advanced, 197 
declined and 200 were unchanged. The industrial aver- 
age gained 80 cents, rails 63 cents and utilities 25 cents. 
On the following day, with the House overriding the 
veto, volume increased further to 1,162,110 shares, and 
out of gog issues traded 440 advanced, 241 declined and 
221 were unchanged; while the industrial average ad- 
vanced 7 cents, the rails declined 16 cents and the utili- 
ties gained 28 cents. On the third day, with the Senate 
overriding the veto, volume fell back to goo,186 shares, 
approximately as many issues declined as advanced, 
utilities gained a small fraction, while the industrial 
and rail averages showed small declines. The final session 
of the week found strength confined mainly to rails, but 
with this average slightly under the recovery high that 
had been made several days before. 

From the technical action here sketched, it would 
seem that investors and traders either are not yet in- 
clined to assume that Mr. Roosevelt’s political setback 
is of lasting significance, or that, if otherwise, it is 
dynamically bullish in its practical implications. Of 
course, it is possible that second thought on this now 
famous “incident” may take a more bullish slant—but, 
if so, the evidence ought to develop within a matter 
of a very few days in the form of broadening strength 
in the industrial section of the list as reflected in the 
long lethargic Dow industrial average and our almost 
equally stalemated index of 283 stocks. 

Since the Democratic Party has no candidate, other 
than Roosevelt, who has any apparent chance of win- 
ning the election, it would seem absurd to expect eithe 
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that the nomination can be denied Roosevelt or that, 
thereafter, any bolt by conservative Democratic dissidents 
would amount to much in practical political effect. Since 
political incumbents wish to be reelected, intra-party 
strife usually ends as election approaches. 

Continuing serious friction between Roosevelt and 
Congress would, of course, aid Republican prospects in 
the election, but whether by a decisive margin is unclear 
as things stand today. Since both the President and the 
the Democratic politicos of Congress can be presumed 
to have a common desire to win the election, it seems 
reasonable to suppose that both sides will make efforts 
henceforth to resolve their differences and effect more 
harmonious relations. Thus, it is quite possible, as some 
at Washington believe likely, that the recent bitter row 
will “clear the air” and in that sense prove an end, 
rather than a beginning of more fights to come. 
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However, what we think about it is beside the point. 
As said before, it should be demonstrated pretty promptly 
whether investors and speculators are going to reason— 
regardless of the ultimate accuracy of the reasoning— 
that the market now has a bullish “political base” on 
which a major rise in prices can be founded. If so, we 
would expect to see strength and suddenly enlarged 
activity in many, if not most, of the prominent indus- 
trial stocks which for some months now have been doing 
almost exactly nothing. But certainly, up to this writing, 
there is no inkling of any such change. 

The persistent failure of leader-type industrials to go 
ahead makes us skeptical of the intermediate market 
prospect, as do other factors of uncertainty that we have 
discussed in previous articles. It forces one, moreover, 
to regard the divergent strength in rails with some re- 
serve—to suspect that it may prove to be an intermediate 
rally—rather than a major trend phenomenon—and 
therefore not a move of extended duration. After all, 
the rail average so far has bettered the high of last 
July by only 60 cents; and that the rise is not without 
considerable resistance is indicated by the fact that in 
recent trading the rail average has been unable to go 
ahead for more than two or three consecutive sessio 
without set-backs. 

On the other hand, it is technically helpful to the 
market that the case for general reaction has been so 
widely “advertised”. Perhaps too many would-be buyers 
want and expect reaction at the present time. In taking 
a cautious view of the outlook for the early months of 
1944, we have expressed no dogmatic opinion on the 
matter of the timing of renewed unsettlement. Nor have 
we contended that the industrial average can not rise 
above the early January high of 138.65. But we have 
believed—and still believe—that the advance from the 
November lows is essentially a trading-range rally, 
rather than a renewal of the major bull trend that was 
interrupted last July. The technical indications to date 
support, rather than contradict, this assumption. 

We have pointed out that there is obviously formid- 
able resistance around the 138 level, also around 140- 
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142—within which level the rally of last August-Septem- 
ber petered out—and still more resistance at 145-146, the 
stopping point of the major rise last July. It is possible, 
especially if given the aid of surprising news of bullish 
implication, that the industrials can plough up through 
all these levels. But this remains to be proven. After 
weeks of stalemate, the “Dow” at this writing is still 
only at 136.58. This position in the mid-130’s is begin- 
ning to look boresomely familiar. Well it may. Cer- 
tainly a great deal of time has been spent there. Indeed, 
in the major 1942-1943 rise the industrial average reached 
and passed this 136 level in the last week of March, 
1943, so that in net effect it can be said that it hasn’t 
gone anywhere for nearly a year. 

Technically, the market seems to need some exciting 
development to “clear the air.” An interesting possibility 
—though one we are not prepared to bet on—is that the 
industrials might do in March what is generally un- 
expected: come through with an _ impressive-looking 
“false” move penetrating the high of last July, thus 
“confirming” the rail average’s “indication” of a re- 
newed bull market. If so, what then? We would say, 
look out for the reaction that had been mostly expected 
earlier and from a lower level! 

As regards rails, selected issues appear quite reasonably 
priced in relation to probable longer-trem earnings 
potentials. Among the stronger systems, Chesapeake & 
Ohio, Norfolk & Western, Union Pacific, Atchison and 
Louisville & Nashville are attractive on a long pull in- 
vestment basis. Among former “borderline” issues, we 
are partial—again on a long term basis—to Great North- 
ern preferred, Southern Pacific and Southern. But we 
don’t expect rails to run away in the present market 
setting, and we don’t think the last chance to buy them 
on reaction has been seen. 


Conclusion: We recommend continued caution and 
selectivity in investment policy, and suggest that sub- 
stantial cash reserves be maintained by those whose 
primary objective is intermediate or long-term appre- 
ciation. 
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Normatry changes in the volume of business han- 
dled affect corporate profits for good or ill more than 
all other factors combined; and since there is consider- 
able rigidity in operating costs, fluctuations in net in- 
come usually have been much sharper than the percent- 
age rise or fall in sales. For these reasons, visible or 
potential changes in volume—both as a general consid- 
eration and as more particularly affecting individual 
corporations—have customarily figured largely in invest- 
ment and speculative calculations. 

One of the abnormalities of a war economy is that 
this question of volume, at least as affecting a majority 
of enterprises, can be ignored or at any rate relegated 
to quite secondary attention—up to a certain point, 
which we now seem to be reaching. For several years, 
large—and rising—volume has been assured by war orders 
or the collateral great increase in the national income. 
Despite taxes that take as much as 80 per cent of pre- 
tax income and despite a rise in unit labor costs in many 
lines, unprecedented volume has permitted an excellent 
aggregate of corporate profits during the war years; and 
record-high earnings for a substantial minority of com- 
panies, many of which didn’t fare nearly so well on 
former peace-time business. 

But the war effort is now reaching maturity. The War 
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Production Board is authority for the statement that the 
monthly rate of war expenditure probably made its peak 
last November. Therefore, the over-all prospect is for a 
static, though high, level of industrial production until 
the defeat of Germany, with the beginning of a sub 
stantial decline promptly thereafter; and meanwhile 
the shifting emphasis as to categories of war output will 
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mean continuing large order cancellations for manypngs. 


companies. 


By no means in all cases will cancelled orfleavy : 


ders be offset by new orders for different type itemsfo post- 
which are still scheduled for enlarged output, mosiffurrent 
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At the very least, this means that we can not expectpportior 
a further rise in average corporate profits in 1944, evenfMainte 
should the war in Europe continue throughout the yearfind a 
It further means that any additional increase in operatingtquipn 
costs would be at greater expense to profits than in prefxact n 
vious years of rising volume, even though the largerfmonthl 
part of the difference would be reflected in reduced taxpolume 
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But while it is apparent that average corporate earnfhe chi 
ings have now reached a ceiling, it can not at this time his art 


be forecast whether they will decline from the 1943 level 
and, if so, by how much. The major imponderables 
in this question are (1) duration of war in Europe, a! 


or dun 


1942 a 


han ir 


THE MAGAZINE OF WALL STREETMARC 









































lated to production volume; and (2) whether there 
ill be stability or further rise in cperating costs, main- 
yunit labor costs. 

In the writer’s opinion, the chances are that there will 
ye at least a moderate shrinkage in aggregate 1944 profits. 
reason that continued war in Europe through the year 
ould almost certainly bring additional wage increases, 
jthout material volume increase; while on the other 
hand the end of war in Europe by summer or autumn 
ould lower volume enough to affect profits adversely. 
ere, however, we have another war-time abnormality 
nd this one on the mitigating side: the tax cushions. 
Because of them, no conceivable decline in 1944 business 
plume can lower aggregate profits drastically or in any- 
here near the former ratio to volume shrinkage. Still, 
he tax cushions would merely moderate an earnings 
lecline, not prevent it. 

Especially in the case of non-war enterprises that are 
hot subject to high excess profits taxes, it is still possible 
or volume shrinkage, or increased costs, to be accom- 
nied by very substantial impact on profits. ‘To illus- 
rate that tax cushions do not guarantee steady profits, 
here are few examples of decline in 1943 per share re- 
mits: Commercial Investment Trust, 25 per cent; Flint- 
ote, 19 per cent; Mohawk Carpet Mills, 26 per cent; 
prillard, 25 per cent; Youngstown Sheet & Tube, 23 
ber cent; Lone Star Cement, 22 per cent; Johns-Man- 
ille, 17 per cent; United States Steel, 16 per cent; De- 
we & Raynolds, 31 per cent. Many others could be cited. 
They are, of course, exceptions to the general rule— 
verage corporate profits being up about 12 per cent for 
943—but they serve to emphasize my point that a more 
eneral volume decline would necessarily reduce profits 
aterially. 

It is true that post-war volume and profit potentials 
lave much more to do with the current market valuation 
f stocks than do war-time earnings levels, and it may be 
hat the longer potentials will outweigh, as a market 
actor, any interim decline in earnings that might result 
tom lower volume either this year or whenever the 
eal reconversion slump in production begins. But it 
eems to me that the latter is a rather optimistic assump- 
ion. Certainly it is not a common thing for stocks to 
bo up on declining earnings. The influence of a bullish 
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level was neither maintained, nor closely approached 
again. By December the index was down to 400. Or- 
ders for non-durable goods appear to have made their 
war-time peak in the second half of last year at a level 
about twice the average of 1939 and to have turned 
down moderately in the closing quarter. The data used, 
as well as that for the second chart on shipments of 
durable and non-durable goods, is from the Department 
of Commerce. 

Until recently new orders greatly exceeded deliveries, 
with the result that backlogs steadily increased. Alow- 
ing for the fact that the shipments index is based on 
average shipments of 1939, whereas the new orders index 
is based on January, 1939, it appears that shipments of 
durable goods finally reached an approximate balance 
with incoming orders during the fourth quarter of 
1943; and that by the end of the year deliveries of non- 
durable goods were in excess of incoming orders. How- 
ever, this evidence does not suggest as yet any material 
“working off” of the large accumulated backlog. 

On the other hand, data from a private research source 
that this publication has found to be reliable indicates 
that combined new orders for all types of goods, despite 
a moderate rebound in recent weeks, represented, as of 
early February, a physical volume about 118 per cent of 
the 1935-1939 average, compared with 1943 high of 
around 128, 1942 high of 152 and 1g41 high of 165. 

The declining trend of new orders for civilian con- 
sumers’ goods—as well as other evidence—suggests that we 
have put behind the last of the waves of “shortage scare”’ 
business buying, and that buying policy is now conserva- 
tively cautious. The influences making for caution are 
the coming invasion, or invasions, of the Continent, since 
the outcome relates so closely to the duration of the war; 
the increasing and potentially huge surplus stocks in Gov- 
ernment hands, and uncertainty as to the course of prices 
in the early post-Hitler period. 

But Government demands dominate in the reckoning, 
and stabilized war expenditure continues to run in ex- 
cess of $7 billions a month. Thus, despite the rising 
trend of deliveries, the total backlog of orders on hand 
can not decline importantly except as incident to Gov- 
ernment cancellations. We hear more about contract 
cancellations than about new contracts let, with neither 
complete nor regularly released data on either. It is a 
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reasonable surmise that new war orders, on an over-all 
basis, remain thus far in at least fairly close balance 
with cancellations in dollar amount, although, of course, 
it does not necessarily work out that way for individual 
contractors. 

Clearly the High Command holds that there are mili- 
tary and psychological reasons for insisting that there 
shall be no “let down” in the war effort. Thus, the 
Army adamantly opposes even moderate increases in 
civilian production, even though employment appears 
to have passed its peak and some surpluses of materials 
are available. In line with this policy, particular types 
of war production have to be pretty glaringly useless or 
excessive before cancellations are made; and net decline 
of decisive proportions in war business can not be ex- 
pected until after successful invasion of Europe. How- 
ever, the latter test appears now to be fairly near; and 
it is possible, if not probable, that spring events in Eu- 
rope will have a dynamic bearing on 1944 industrial 
volume. 

Since order backlogs of manufacturers consist so 
largely of Government business, subject to instant can- 
cellation, a given volume in backlog can not necessarily 
guarantee a proportionate forward period of production. 

A fairly typical example of a big war contractor with 
highly diversified types of production is Westinghouse 
Electric & Manufacturing Company. Although Govern- 
ment cancellations in 1943 amounted to $320 millions, 
new orders totalled $959 millions and the backlog at the 
end of the year was $885 millions. At the existing rate 
of production, if the volume were spread evenly through 
the company’s plants, this would amount to a little more 
than one year’s work. But the pertinent question, which 
only events can answer, is how much may be cancelled of 
whatever backlog exists after we go successfully over the 
top in Europe. Incidentally, the company calculates 
that net income is running only about 3 per cent of sales. 

With General Electric it is much the same story. Or- 
ders booked for the entire year amounted to $1,360 
millions with cancellations amounting to about $450 mil- 
lions; leaving backlog at the year-end equivalent to a 
year’s output at current production rate. However, the 
declining trend of new orders is noteworthy. For the 
full year the volume booked was 32 per cent less than 
in 1942. By quarters, the orders were: first quarter, 41 
per cent larger than in 1942; second quarter, 8 per cent 
below; third quarter, 45 per cent below; fourth quarter, 
76 per cent below. 
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As General Electric deliveries, as indicated by latest 
interim statement, appear to be running at a rate of 
about $20,000,000 a quarter, and since deliveries came 
into approximate balance with new orders in the third 
quarter and were well above new orders of $160,739,000 
in the fourth quarter, it is apparent that for some months 


this company’s backlog, though large, must have been | 


declining. 

The 1943 experience of Johns-Manville illustrates that 
at present operating costs even a small decline in volume 
is Important. 
nally down from 1942 figure of $108 millions; but oper- 
ating costs were nearly $6 million larger than in the pre- 
vious year. As a result taxes declined from $17.6 mil- 
lion in 1942 to about $11.5 million, yet reported net 
income was $4.65 million against $5.57 million in 1942. 
Excluding provision for contingencies, net was approxi- 
mately $7.7 million, against $8 million. On the latter 
basis, per share, it was $9.07 against $9.42. Illustrating 
how reduced tax liability absorbs the greater part of any 
shrinkage in pre-tax earnings, the difference between 1943 
and 1942 tax payment figures about $7 per share on this 
stock. 


How Tax Cushion Maintains Net 


Working so close to the limits of physical capacity, 
United States Steel Company’s gross intake in 1943 of 
$1,979 millions was only moderately higher than the $1,- 
862 million figure for 1942. But total costs, exclusive of 
Federal taxes, increased from $1,638 millions to $1,827 
millions or a difference of $189 millions. Pre-tax net of 
about $151 millions was $73 millions less than in 1942 
but the cushion inherent in reduced tax. liability ab- 
sorbed about $65 millions of the latter figure. This cut 
the decline in net income to $7.6 millions, resulting in 
$4.41 per share for the year, compared with $5.29 for 
1942. Since volume even on a full war basis through- 
out the year can not significantly exceed that of 1943, 
any further increase in wage costs this year would shave 
profits still further unless the company can raise its 
selling prices, the latter appearing improbable. 

Bethlehem Steel reported $8.58 per share earned last 
year, against $6.31 in 1942. However, the showing is 
not as good as it superficially appears. Despite an in- 
crease in sales from $434 millions to $460 millions, op: 
erating costs were higher and earnings before Federal 
taxes actually were about $15 millions below 1942; but 
against this $15 million drop, Federal tax liability was 
reduced by nearly $22 millions. Thus the company 
did not improve its per share earnings because it made 
more steel and built more ships but because its costs en- 
able it to “save” more in tax liability than it lost by re. 
duced operating profit. 

In report after report stockholders will find similar 
distortions that make things appear to be other than 
what they actually are—not through any misleading in- 
tent by the managements. Even more striking was the 
paradox that in the fourth quarter Bethlehem was able, 
through lower tax liability, to “convert” a drop of $22 
millions in pre-tax net—as compared with a year ago- 
into an increase of about $7 millions in reported net 
income. 

Assuming continued war in Europe and no radical 
increase in present operating costs, industries that ap- 
pear most likely to match 1943 earnings this year in- 
clude motion pictures, automobiles and accessories, oils, 
chemicals, foods, electrical equipment; farm, rail and 
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The Rowell-Sirois Commission gave in its extensive 
and competent report on the Dominion-Provincial Rela- 
tions, published during the early months of this war, a 
very fitting and at the same time vivid description of Can- 
ada’s international position. “Canada, in her relation to 
the United States and the United Kingdom,” says the Re- 
port, “is in a position similar to that of a small man sit- 
ting in at a big poker game. He must play for full stakes, 
but with only a fraction of the capital resources of his two 
substantial opponents. If he wins, his profits in relation 
to his capital are very large, but if he loses, he may be 
cleaned vut.” 

To continue the simile, the end of the war will find 
Canada still sitting at the same game, with the stakes 
higher than ever. On one hand, as Viscount Halifax, 
British Ambassador to the United States, told a Toronto 
audience in January, Canada has attained a position of 
great importance within the British Empire. It will be 
up to her and the other Dominions whether the British 
Empire is to emerge from the war as one of the four great 
powers of the world. For that end, the Ambassador 
added, the Dominions must pursue a common course 
with the mother country in foreign policy, defense, com- 
munications, and economic affairs. 

On the other hand, the war has resulted in a fuller 
collaboration—military, financial, economic—between the 
Dominion and the United States than has been known 
since the colonial days. Their industries have been inte- 
grated, with goods moving freely across the international 
line. The banishment of the tariffs has made possible 
a more efficient use of natural and labor reserves in both 
countries. While most of the wartime arrangements will 
probably have to be discontinued, the need for a greater 
| peacetime cooperation, political and economic, from the 
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viewpoint of safety alone, is already quite evident. 

But while “the stakes” are likely to be higher in the 
future, the Dominion itself can no longer be considered 
“a small man sitting in at a big game.” Though a still 
young country in an economic sense, she has become a 
creditor of the British Empire, and her industrial capac- 
ity is now that of a power. In view of her large surpluses 
of foodstuffs, she will be in a unique bargaining position 
once the Continent of Europe is liberated. From the 
United States’ angle, Canada’s international status has 
also grown in importance. In view of the coming deple- 
tion of some of our natural resources, we may come to 
rely on her to an ever increasing degree for raw materials, 
woodpulp and non-ferrous metals in particular. More- 
over, her industries will be in direct competition with 
ours for foreign markets in many more lines. 

Though Canada’s economy has been greatly strength- 
ened as a result of the broadening and diversification of 
her national production during the Second World War, 
her international position, and even more her post-war 
prosperity, will depend on how she works out some of 
the maladjustments that have been created by the present 
war. The Minister of Munitions, Mr. Howe, said a few 
months ago that Canada had undergone in the last four 
years an industrial transformation that, under normal 
circumstances, could not have taken place in less than 25, 
years. It is already quite clear that her manufacturing 
capacity is overextended in relation to the domestic 
market. This may mean that she will again have to 
have large exports and that again her prosperity will be 
vulnerable to external influences. 

Many post-war problems, and especially that of Can- 
ada’s prosperity depending upon the state of interna- 
tional trade, resemble in many respects the problems that 
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Canada had to face after the First World War. Hence 
a short review of the ups and downs of the Dominion’s 
economy during the inter-war period will be helpful in 
throwing light on the possible solution of the problems 
created by World War II. 

Canada entered the First World War largely a raw 
material producing country, with Great Britain taking 
more than one-half of her exports. Broadly speaking, the 
First World War influenced Canada’s economy in two 
ways. First, new industries were introduced and the old 
ones expanded. However, most of them were still of the 
consumers’ goods variety. This development lessened 
Canada’s dependence upon British imports. Instead, the 
Dominion began to buy more from the United States, 
chiefly raw materials and producers’ goods. 

The second outstanding World War I development 
was the rise of new exporting regions. High prices of 
raw materials resulted in the opening of many new min- 
ing enterprises, in the extension of transportation facili- 
ties, and in the plowing up of practically all cultivable 
land in the Prairie Provinces. Unfortunately, the boom 
continued after the war, and more productive capacity 
was added, mining and agricultural, some with the help 
of foreign capital, chiefly American, attracted by the 
great possibilities of the country. 

To meet the interest bill of about $500 millions (some 
40 per cent of this amount had to be transferred abroad) 
on the investments that helped to open up the new 
resources, Canada had to push her exports, which at that 
time consisted of relatively few products—wheat, pulp, 
copper, lead and timber. Thus, despite diversification of 
national production in 1914-18, the First World War in- 
creased rather than diminished Canada’s dependence 
upon foreign trade. As long as the prices of main exports 
remained high, the country was prosperous, but when 
they declined during the depression, Canada’s economy 
was hit harder than that of the United States. Even 
during the late "Thirties, something like 40 per cent of 
the Dominion’s national income continued to be derived 
from exports, and its per capita foreign trade was about 
$180, in contrast with only about $50 for the United 
States. 

In the years between depression and the outbreak of 
the Second World War, Canada strove to strengthen 
herself by broadening further her economy and_ by 
diversifying her exports. But it was an up-hill job in a 
world that would not trade. So Canada tried to become 


more self-sufficient herself. ‘Tariff protection of her in. 
dustries was increased and gold production encouraged. 

Unlike during the First World War, no new land ha 
been put under plow in Canada during World War I], 
there being in fact a reduction in people on farms as the 
industries began to attract people. ‘Fhere was further 
farm diversification, especially in the direction of dairy. 
ing, raising more hogs, and cultivating more feed grains. 
With about one million more industrial workers than 
before the war, and considerably more purchasing power 
all around, Canada’s farm production has become prob. 
ably more closely adjusted to the needs of the home 
market than ever before. Canada will unquestionably 
continue to export farm products, especially if prices are 
high after the war, but her economy will definitely be 
less affected in the future by the prices and the volume 
of these exports. 


Stimulation of Mining 


The war has naturally stimulated Canadian mineral 
extraction, but in relation to the total national income 
it has undoubtedly been less than during World War | 
A few new minerals have been added to the list of old 
ones: chromium, tungsten and tin. Mercury, magnesium 
and molybdenum, also new ones, are said to have real 
post-war possibilities. A big expansion has taken plac 
in the refining of aluminum from imported ores. The 
planned output for 1943 was about 500,000 tons or about 
five times as much as in 1939. Further expansion will be 
possible as the great Shipshaw Power development on 
the Saguenay River is expanded. Since generated powel 
is cheap and available in large quantities, Canada’s pros 
pects of continuing as a large producer of aluminum 
and, for that matter, of other base metals that require 
cheap hydroelectric power, is good indeed. 

The output of gold, which in value leads all other 
minerals by a wide margin, is being curtailed because 
miners are needed in more essential industries. ‘The rapid 
expansion of gold production (it increased 214 time 
during the 1931-1941 period) is probably a thing of the 
past because of the increased production costs. Never 
theless, the rate at which the Canadian dollar will be 
stabilized to the United States dollar, may result in i 
price higher than the producers are receiving at present 

It is the great expansion of Canadian industries thai 
can be compared to the great expansion of primary pro 

duction during the First World War. 





Comparison of U. S. and Canadian Per Capita Tax Collections, 


Public Debt and National Income 
Fiscal Year 
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Between 1940 and 1944 something Like 
$1 billion was spent on new plant 
facilities and equipment, and_ thé 
number of workers engaged in manu 


sources. Electric generating capacit 
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ower last year from about 6.6 million .10 years ago. 
Coal production, however, has failed to keep pace with 
the requirements, and hence more coal has to be im- 
orted. 

Broadly speaking, there are two ways in which Canada 
could adjust her overexpanded industrial capacity. (1) 
With the help of increased tariff protection, the wartime 
‘built industries could monopolize the home market and 
‘hope for its expansion through the absorption of im- 
migrants. (II) In pushing Canadian exports in competi- 
tion with the United States and the United Kingdom and 
inthe hope that the greater post-war interchange of goods 
will aid in absorbing them. 

What are the chances of expanding the Canadian 
domestic market, apart from, of course, increasing the 
purchasing power of the Canadian nationals through full 
employment after the war? Here is a country larger in 
area than the Continental United States, yet only with 
about one-twelfth of our population. ‘The war has opened 
up new, virgin parts of the country. The Alaskan High- 
way has made accessible a vast tract in the Northwest and 
the discovery and the exploitation of oil fields has stimu- 
lated wide interest in the Mackenzie River Valley. 

The truth is that real possibilities for the expansion of 
Canada’s market through the absorption of several mil- 
lion immigrants from Europe—and they will be anxious 
to come—are not too great. As Dr. C. A. Dawson, Profes- 
sor of Social Sciences at McGill University, pointed out 
recently, in terms of population possibilities, Canada, 
like Australia, is destined to stay a small country. Though 
the land surface of the Dominion is some g million 
square miles, only about 1 million square miles has real 
potentialities for agricultural settlement, and of this 1 
million square miles, more than half of the best land 
is already occupied. ‘The Maritime Provinces, Quebec 
and Ontario, can provide new land for only a fraction 
of their annual population increase. In the Prairie 
Provinces, the utilization of marginal land—and that is 
about the only land that is left—depends much upon 
the prices which farm products command. In the Prairie 
Provinces and in Columbia land will have to be im- 
proved first, chiefly through the building of costly irriga- 
tion works, before any large blocks of propulation can 
be settled on it. 

It is the urban population, as Professor Dawson points 
out, that will grow, while rural population will probably 
stabilize itself around the present levels. “In terms of 
climate, resources and competitive location, evidence 
points against any marked expansion of occupational 
opportunities in this country (Canada). Indeed we may 
be pushed to the limit to give chances for livelihood to 
our present population as augmented by natural in- 
crease.” Professor Dawson looks for an upper limit of 
18-20 millions in the discernible population future of 
the Dominion. Strange as it seems, in view of the urbani- 
zation of Canada, it is the artisans and professional men 
that will be needed in Canada after the war, rather than 
the farmers. 

Hence, if Canada is to remain basically a small market, 
let’s say no more than 15 million people during the next 
decade, the Canadian industrialist will have to look for 
foreign markets to dispose of his surpluses. What will 
be his chances of competing with the American or 
British manufacturer? On one hand, he will not have 
the advantages of mass production that go with a large 
domestic market. He will be unable to compete, for 
example, with our automobile and machinery industries, 
the production costs of which were, and unquestionably 
will continue to be, lower than in Canada, and will 
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An electric furnace in a Canadian gun plant. 


likewise be unable to compete with the British textiles. 

On the other hand, the Canadians will have advantage 
over us in many industries, the manufacturing of paper 
products, aluminum ware, electrical appliances, certain 
chemicals, etc., partly because they will have cheaper 
raw materials and cheaper hydroelectric power, and be- 
cause the wage rates in Canada are generally lower. The 
tax burden, too, may be lighter in the future in Canada 
than in this country. The total Canadian per capita 
public debt (national, state or provincial, and local) 
used to be considerably higher than ours, but, as the 
reader will see from the accompanying table, in 1943 the 
United States assumed the lead. Similarly the per capita 
tax collections are now considerably higher in this coun- 
try than in Canada—even in relation to the per capita 
national income. 

This possibility of lower taxes after the war, and the 
general American impression that the Ottawa Govern- 
ment is more staid and conservative than the ““New Deal” 
must not, however, be given too much weight. As a 
matter of fact, a new party, the C.C.F. (Cooperative 
Commonwealth Federation), whose program goes much 
farther to the Left than any proposal by our New Deal, 
has, after upsetting elections in various parts of the 
country, won a sweeping victory in Ontario, the most 
industrialized of the Canadian provinces. The party 
program calls for the expenditure of at least $5 billions 
on housing, reforestration, and various other job-produc- 
ing enterprises. : 

During the immediate post-war period, when the world 
will be in need of all types of manufactures, the war- 
time built Canadian industries may not find it difficult to 
find markets. Any policy that will aid in the expansion 
of international exchange of goods after the war, will also 
aid Canada. ‘This is why the Canadians are so interested 
in the general lowering of tariff barriers. 

But suppose the opposite happens after the war and 
the trend is for the countries to enter into bilateral trade 
agreements with each other. This would mean the con- 
traction rather than the expansion of the international 
exchange of goods. Under such circumstances Canada 
would find herself in a fix similar to that of the post- 
depression years. She would find that the pound sterling 
which she acquires on balance in her trade with Great 
Britain can no longer be used for her purchases of raw 
materials and capital goods (Please turn to page 585) 
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OUR SOLUTIONS A YEAR AGO OF THE QUESTION: 


*How can I increase my investment income 
to meet higher living costs and taxes?” 


Epitor’s Note: This investment problem was presented 
to us about a year ago, at which time we published two 
proposed solutions. Each worked out to date much better 
than would have the original portfolio as the accompany- 
ing tabulation shows. We believe careful study of the 
results obtained will be advantageous to many investors. 
And since successful investment requires continuous su- 
pervision and changes from time to time, the authors not 
only review their proposals of a year ago but suggest vari- 
ous current revisions to keep holdings properly geared to 
objectives. 


so far as reasonably possible to meet higher living ex- 
penses and taxes. His personal status was: 49 years old, 


worth $10,000; carried $15,000 straight life insurance; 
held $2,500 in Series G war bonds, not to be disturbed; re. 
tained an emergency reserve of $1,700 in a savings bank. 
Original portfolio yielded only 3.7% and would have 
appreciated only 6.9% in year. From this point on the 
two “guest experts,’ anonymous both by choice and as 
a matter of our publication policy, take over. 





Comparative Results of Proposals made in Feb. 6, 1943 Issue 


Proposal 1 —— Proposal 2 

Original Revised Revised 
Portfolio Portfolio Portfolio 
ce _ Pie ite as ae a = Total market value of portfolio Feb. 55,1943... $27,753.00 $26,650.00 $27,037.00 
This investor's problem was to increase security income Total merket value of portfolic Feb. 21,1944... £9,661,00 33,405.00 35,868.00 
Dollar value increase.......sseceeseececers 1,908.00 6,755.00 8,831.00 

Percentage of market value increase.......... 6.9% 25.3% 32.5% 
DRT 5.550555 ssccocces bese cues 1411.45 2,017.50 2,265.83 

Indicated income yield.......esesssecseeee 3.7% 6.0% 8.3% 


married, one dependent son; $5,000 salary, of which 10 
per cent was being placed in war bonds; owned home 














Revision of Proposal 


The revised portfolio showed 
an increase in market value of 
securities held of 25.3% as com- 
pared with 13.5% for the Dow- 

Jones composite average and 
6.9% for the original portfolio. However, had this port- 
folio been under the writer’s supervision for the year, 
some scurities would have been liquidated at higher lev- 
els than exist today with substantial increases in princi- 
pal, for instance, Jones & Laughlin $5 Preferred “B” stock 
sold above 80, now 7114. Many of the recommendations 
made for the ensuing year, as well as some of the securi- 
ties retained, may approach a level within the next twelve 
months where liquidation would be advisable. There- 
fore, such a portfolio should be properly supervised. The 
small cost for such supervision, which, incidentally is 
now a deductible item from one’s income tax, should be 
saved many times over by the investor. 

While the result is extremely gratifying, market condi- 
tions today are not the same as in February, 1943. In 
order to adhere to the original objectives, as well as to 
endeavor to prevent any great dissipation of profits in the 
event of a market decline, certain eliminations and sub- 
stitutions are in order. 

The securities recommended for purchase, increase 
yearly income from $922.50 to $1,225 or $303, and 
provide a yield of 7.1% as compared with 5.4% re- 
ceived from those to be sold. Furthermore, at current 
market prices, the opportunity for enhancement in values 
appears better; and, in the event of a general market re- 
action, they should hold up better than the average, while 





No. 1—By an Investment Counsellor 


income therefrom appears reasonably assured. 
The indicated income yield is 6.98% on the revised 
portfolio as now constituted. The N. Y. & Queens 3)/§ 
is an excellent bond but now selling 5 points above the 
call price. Profits are also acceptable in the other securi: 
ties recommended for sale as further appreciation in value 
appears limited within the next twelve months and there 
seems to be better opportunities to use funds more pro- 
ductively elsewhere and with a larger income return. 
The North Penn Gas 514s and Republic Steel $6 Prior 
Preferred are legal for trust funds in the State of New 
Jersey. Celotex covered its preferred dividend require 
ments 3.5 times in 1943, is callable at 20 and sold as high 
as 21 in 1943. Foster Wheeler earned its preferred divi 
dend over 11 times in 1942 and will do equally as well in 
1943. Selling for only one third of its net current assets, 
which amounted to approximately $60 per share accord: 
ing to latest available balance sheet. It is callable at $26. 
Stokely Bros. covered its preferred dividend 4.8 times in 
1942 and is callable at $21. Curtiss-Wright $2 class “‘A’ 
stock is non-cumulative and callable at $40. It is entitled 
to $2 in dividends in any year before any payment can 
be made on common stock, which paid 75 cents in 1943 
The class “A” sold as high as 241% in 1943. Compan) 
earned $11.34 on it in 1942. No report is available for 


1943 but earnings must have been substantial to warrant 00 


paying 75 cents on the 7,432,000 shares of common stock 
U. S. Tobacco has a very strong current asset position and 


has paid dividends continuously for 32 years. This stock} 300 


sold as high as 29 in 1943. 
Briggs Mfg. Co. has good prospects for the “duration’ 
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d also in the vost-war period. Pavs $2.00 and esti- 
rated earnings tor 194% are about $2.75. Climax Molyb- 
enum sold as high as 481 in 1943 and appears to be in 
ying zone after its decline of 14 points. Including 
xtras, it paid $3.20 in 1943, with earnings estimated to 
fe about $3.80. It has paid dividends continuously for 
iyears. Philadelphia Co. selling at g on the New York 
urb, has paid dividends regularly for 25 years. In 1943 
tpaid 60 cents and 1943 earnings are estimated at $1.10 
yet share of common. Reliable Stores paid $1.00 in 1943 
ind preliminary report just released showed earnings of 
$2.47 as compared with $1.61 in 1942. Financial position 
s strong and while stock is not very active it appears to 
Tance; Have good growth possibilities and yields over 7.5%. 
ed; 7) The tenuous nature of several of the securities rec- 
bank.tmmended is apparent and the writer may be criticized 
| have bor his preference for preferred stocks and equities. How- 
on thebver, bearing in mind the objectives of this particular 
ind as usiness man, there appears to be justification for inclu- 
sion of the securities selected both from an analytical and 
statistical viewpoint, especially when consideration is giv- 
en to the present low income yield on high-grade bonds 
‘opout!t End preferred stocks and the tremendous appreciation in 
entfetio Pailroad securities. While the latter appear to have good 
1,037.00 Ipossibilities of going higher, there are certain adverse 
5,868.00 actors existing today which the investor cannot ignore 
pen ompletely and that warrant a cautious attitude. It is 
265,83 flways the “unforeseeable event” which upsets the finan- 
cial markets and if this portfolio were under the writer’s 

















8.3% 
wummes (constant supervision, he would recommend a cash reserve 

of at least 20% to take advantage of better buying oppor- 
———hftunities which he anticipates within the next five months. 





No. 1 Portfolio Proposed in Feb. 6, 1943, Issue 








1943 
Amount Security Value 2/5/43 Value 2/21/44 Income 
3M N. Y. Cent. Lake Shore 34's 
PEEP e. 59 $1590 7344 $2197.50 $105.00 
3M Chic., Burl. & Quin 1st 5°s1971 74 2220 9716 2925.00 150.00 
2M N. Y. & Queens El. Lt. & Pr., 
2. ene 2000 10 2200.00 70. 
50 Jones & Laughlin $5 Pfd.B... 66 3300 7114 3562.50 250.00 
O American Sugar $7 Pfd....... 4300 116 5800.00 350.00 
100 Columbia Pictures $2.75 Pid... 3 3100 3834 3875.00 275.00 
50 Crown Cork & Seal $2.25 Pfd.. 37 1850 46 2300.00 112.50 
50 Kennecott Copper........... 1450 3054 1531.25 150.00 
50 International Nickel. -. 30 1500 27 1350.00 95.00 
50 Continental Can..... oe Se 1350 3434 1718.75 100.00 
60 Greyhound Corp............ 14 840 2034 1245.00 75.00 
100 Westinghouse Air Brake...... 15% 1550 23 2300.00 125.00 
100 General Telephone.......... 16 1600 24 2400.00 60. 
$26650 $33405.00 $2017.50 


Proposed Revision of Portfolio No. 1 











aa aii a /44 at /44 ‘ yy anor 
curity rice alue ncome 

$2000 North Penn Gas Co. 5 4's 1957.......... 102 2040.00 $110.00 
40 shs Republic Steel $6 prior preferred...... 93 3720.00 240.00 
50 shs Celotex $1.00 preferred......... coe «6896 75. 50.00 
50 shs Foster Wheeler $1.50 preferred........ 21 1050.00 75.00 
100 shs Stokely Bros. $1.00 preferred......... 16 1600.00 100.00 
100 shs Curtiss Wright $2 class "A" stock...... 1634 1675.00 200.00 
SG ake U.S, TORRES CO... ccc ccccccccccccces 4 00. 60.00 
Se Oe NB OO coc cvecccavececoccnes 28% 1425.00 100.00 
50 shs Climax Molybdenum................ 4 1700.00 160.00 

SO sas PRiadelpRle Co... occ cccccccccccccce 50. 30. 
1GG che Hette IOIEEs 6 06. 0c ccccccccccscces 13 1300.00 100.00 
ya $17,035.00 $1225.00 
50 shs Jones & Laughlin $5 preferred “B"’..... 714 $3562.00 $250.00 
100 shs Columbia Pictures $2.75 preferred..... 3834 3875.00 275.00 
50 shs Kennecott Copper Co.............2.. 3054 1531.00 150.00 
50 shs International Nickel................. 27 1350.00 95.00 
re 3434 1718.00 100.00 
somes” MECN 6a ok cdccdacccuccee. 2034 1245.00 75.00 
$3000 Chicago Burlington & Quincy 1st5s1971 971 2925.00 150.00 
$33,241.00 $2320.00 














evised 
s 31/45|' INCE my proposed portfolio for increased income and 
ve the}capital growth appeared in the February 6, 1943, issue 
securi-fof The Magazine of Wall Street, the market has advanced 


Revision of Proposal No. 2—By a Broker 











 valuef!3-5% as measured by the Dow-Jones composite average 
| therefof 65 stocks. My suggested investment list increased in 
e propYalue 32.5% and brought an income return of 8.3% on 
rn. 
) Prior a - 
£ New, No. 2 Portfolio Proposed in Feb. 6, 1943, Issue 
ee 1943 
"QUITE Amount Security Value 2/5/43. Value 2/21/44 Income 
s high} 5M Southem Pacific Co. 434'1981 5414 $2725 7634 $3812.50 $225 
~ “22. 5M Atlantic Coast Line 416's 1964 6474 3244 81 4050.00 295 
d divi} 60 National Supply 6% Pfd...... 3; 4005 86% 5190.00 540 
I] in} 200 Celotex.....-...ceeeeeeeee. 9% 2963 1114 3375.00 150 
NEL INF 500 Interlake Iron.....---seeeees 7 3500 7% 3750.00 175 
assets, Mid-Continent Petroleum.... 1934 3950 2514 5100.00 9280 
300 New York Central........... 1134 3525 1834 5512.50 450 
ccord-f 500 United Gas Improvement.... . 6% 3125 
6 Share new United Gas Improvement each 
at $26. Snecma seccpeiountie ». 9% 1195.00 100 
mes in 1/3 sh. Phila. Electric for each share........+. 204% 3375.00 100 
a 1/12 sh. Public Service N. J. each share. .... - 13% 578.12 20.83 
S ta re 
: titled $27037.00 $35868.12 $2265.83 
aa Proposed Revision of Portfolio No. 2 
: . 
npany Probable 
2/21/44 2/21/44 Paidin 1944 
le for PREFERRED STOCKS WITH ARREARS: Price Value 1943 Income 
| shares American Woolen, Pfd.......... 74% $7412.50 8 $800 
ATT AN! 200 shares National Supply $2 Pfd........ a. S9% 2787.50 3 600 
stock. 100 shares Twin City Rapid Transit, Pfd....... 76 7600.00 7 700 
COMMON STOCKS: 
yn andf 300 shares American Light & Trection....... 17 5100.00 1.20 360 
t 500 shares Interlake fron..... bawaecdaveees 1% 3750.00 .35 175 
$ SLOCKE 300 shares New York Central.....seeeceeee 183% 5512.50 1.50 450 
Probable yield 8.8%....sesee0es $34,950.00 $3085 


ation” 
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the value of the funds invested of 
$27,037. Had the investor re- 
tained his portfolio unchanged 
his appreciation would have 
been $6,932.62 less, his income 
$1,154.58 less. 

In my opinion, profit taking is in order on most com- 
mitments now. The 8.3% yield has shrunk to only 6.3% 
when considered in relation to the increased value of the 
list. So, we must bring this return up over the 8% mark 
again and add fresh enhancement potentialities to the 
list. A year ago I pointed out that the investor in ques- 
tion was in a position to assume a business man’s risk. 
Because I was bullish on the market I suggested securi- 
ties with special speculative merit. I am still convinced 
that we are in a major upward trend and, therefore, I 
still lean toward sound speculative issues to take advan- 
tage of favorable market conditions. A year hence I may 
have to suggest nothing but high grade senior securities, 
but in the next twelve months there will still be the op- 
portunity to secure a high income return plus healthy 
capital growth. 


American Woolen paid $8 a share in 1942 and in 1943. 
Two dollars a share has been declared payable March 17 
to holders of record March 7 and I expect the $8 rate to 
be continued throughout 1944. After the March 17th 
disbursement there will be $72.50 in arrears remaining. 
American Woolen Co. is the world’s largest producer of 
woolens and worsteds. The (Please turn to page 586) 
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Happening. in Washington. 








































By E. K. T. 


UNRRA Fund Vote, authorizing appropriation of $1,- 
350,000,000 for the United Nations Relief and Rehabili- 
tation Administration, came on the heels of isolationist 
heckling, but was decisive—47 to 14 in the Senate. Polit- 
ical party bias was missing. Senator Vandenberg, Re- 
publican, spark-plugged the drive. Outstanding was 
Congress’ failure to insist that this country, contributing 
two-thirds of the money to be spent, have greater voice 
in the spending. Like the other 43 participating coun- 
tries, the United States has one vote. 


Equal Rights for women is shaping as a probable plank 
for both national platforms, with the now dormant Equal 





Washington Sees: 


Evidence is at hand that President Roosevelt 
henceforth will battle Congress with no holds 
barred. His tax bill veto is virtually an open 
declaration of political war. 

Every member of the House must come up for 
re-election, or retire, in November, and about 
one-third of the Senators face the voters. The 
President needs only the House to salvage, by 
sustaining vetoes, part of the 5-point program 
he submitted several months ago as the minimum 
of legislative "musts." But the score at this point 
is not one to give cheer to the White House. 

The President divided honors on Points | and 
2, saving his contract renegotiation program 
but losing the Revenue Bill of his demands. 
Those points were linked in a single measure. 
The bottom fell out of Point 3 when action was 
concluded on consumer subsidies. Point 4 in- 
volves extension of the Price Control Act. Al- 
ready there are stacks of amendments and 
riders which make the results doubtful. Point 5 
called for a National Service Act. That was 
made contingent upon adoption of the other 
four—and "realistic taxes" had been shunted 
aside even before the President's message ar- 
rived. 

Therefore the time has passed for kid-glove 
action. FDR must fight or quit. And quit isn't 
in the Roosevelt lexicon. 
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Rights amendment as the basis. Rep. Joseph W. Martin, 
who'll be Republican convention chairman, virtually 
has promised its inclusion. Democrats are working hard 
to get legislative action on it, thereby checkmating the 
GOP move. Rep. Mary T. Norton, only Democratic 
woman member of the House, will oppose it. It’s a 
delusion which will create inequalities, not relieve them, 
she contends. 


Back to Work is the goal of returning warriors, says 
Maj. Gen. Frank T. Hines who has handled the health 
and economic problems of servicemen in two wars, in 
his job as Administrator of Veterans Affairs. Of this 
war, more than 40,000 have gone through his hospitals 
and into civilian life and he finds no signs of “gold: 
bricking.” Many more amputations than in World War 
I is his forecast. Types of injuries fatal then are over- 
come now by sulpha and plasma. But these cases create 
a reemployment problem that counsels study now, Hines 
warns. 


Axis Filtration into American business prior to the war 
is paying dividends now—to the United States. Plants, 
scientific, and technical facilities built up through the 
years by Germany are turning out production against 
that country. Trading, banking, and insurance estab- 
lished by the Japs, and shipping created by Italy, are mak- 
ing their contributions. Patents seized and immobilized, 
says Alien Property Custodian Leo T. Crowley, exceed 
35,000. Cash and physical assets taken over run into hun: 
dreds of millions of dollars. 


Farm Security Administration has created turmoil in 
Congress and in the farmland, therefore it will be abol- 
ished. In name, that is. By the simple expedient of 
changing the title to Farmers’ Home Corporation, its sup- 
porters have planned a way to retain all of the old activi: 
ties, add a few new ones, combine with all the job of the 
old Farm Credit Administration, itself a contentious 
agency for many years. Safe bet is that the plan will go 
through as scheduled. 


Small Business is the first to feel the topping out in 
Treasury spending for war. Already there are scattered 
instances of increasing unemployment in some localities; 
and it is more with small concerns than with big corpora 
tions. The latter will naturally cut out sub-contractors 
as cut-backs come, strive to keep their own help busy as 
long as possible. 
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It is too early to jump to conclusions about the longer 
political consequences of Roosevelt's veto of the tax bill and the 
sensational repercussions that immediately followed. 


The theory that the President has deliberately decided to 
make war on Congress -- and ask the people next November to give 
him a supporting majority in Congress -- is questionable. Mr. Roose- 
velt knows his politics and his history. No President has ever won 
such a fight with the Legislature. Examples are Woodrow Wilson and Roose- 
velt's unsuccessful efforts to "purge" certain individual members, 
most notably Senator George. Congress, especially the House, is closer 
to the voters than the President. Bungling as it may be, it does not usu- 
ally misread public opinion. 




















The President's prompt, and almost abject, letter to Senator Barkley, 
explaining that he did not mean to impugn the personal integrity of the members 
suggests that he either had no plan to make a campaign against Congress or, if he 
had one, he changed his mind when he saw the blistering reaction. 














Most Democrats hope that the "incident" will result in closer cooperation 
henceforth between the President and the Democratic majority in the Senate and 
House. If so, no lasting damage will have been done to Roosevelt's reelection 
prospects. Regardless of personal disagreement, most incumbent Democrats want 
Roosevelt to win the election. Since most voters vote a straight ticket, defeat of 
Roosevelt would defeat most Democratic candidates outside of the deep South. The 
Solid South will continue to elect Democrats, but here the incumbents have a patronage 
angle which would make them prefer Roosevelt's reelection. 








On the other hand, a continuing stalemate between Roosevelt and Congress 
-- especially a continuing row -- would aid Republican election chances consider- 
ably. No matter how experienced or able he may be, a President who can't lead Congress 
will lose considerable public spport. That was Hoover's sad experience after 1930. 








The Baruch Report blueprints the conversion from war to peace but requires 
a willing Congress to implement and difficulty already is beginning to set in at that 
point. Lawmakers have ideas of their own on the subject: at least ideas represented 
by them as their own. 


"Tt is easier to convert from peace to war than from war to peace," Baruch 
cautioned. Not mentioned in the report but basic in the analysis of that truism is. 
the fact that speed is of the essence in the former, whereas money gains importance 
in the latter. : ° 




















All indications now point to Baruch's triumph over the Comptroller General. 
The latter's pre-audit system has been described by Baruch as quibbling the Nation 
into a panic. Comptroller General Lindsay Warren defends the slower technic as protec- 
tion for the taxpayer. 











Baruch's attitude on quick termination of war contracts, speedy settlement, 
already was well known. The report added little on that score. But it formalized 
a plan of action, set the wheels in motion. It revived talk here of war's early end. 
Its release was held back until after the Fourth War Loan Drive. 














President Roosevelt's victory on the subsidy issue chalks up another win 
for the woman's vote. The kitchen lobby swung sufficient votes to save FDR's veto 
from being overridden. 











The antisubsidy bloc fell only 25 votes short of overriding. Confidence 
remains that its objective can be attained in another direction. A rider on the bill 
to revive the Office of Price Administration seems probably. 
































Next element of the national structure that must come to Congress for aid, 
or perish, is the educational. Enlistments, Selective Service, war industry, has 
emptied classrooms; special military training has only partly refilled them. 
Announcement that specialized military programs are to be dropped will 
draw another 110,000 students from halls of learning, further deplete incomes. 
Universities already operating at the financial danger line can't stand it much longer. 














Violent attack at Truk is seen in military circles as the first real thrust 










in the comeback trail in the Pacific theatre. Actual goal was to pin down garri- 
sons there, cover up action in less-fortified, but strategically important, nearby 
islands. 








Zeal for economy frequently brings strange results. With international 
relationships on a 24-hour basis and world re-making in process, Congress has 
lopped _ the State Department's budget for foreign conferences. The Department was 
only guessing at the costs, anyway, said Congress. So Congress made its own guess. 











The realtor lobby has little chance of putting through its bill to con- 
centrate on post-war home building by holding out the inducement of tax exemp- 
tions. Action by Congress on that point could only be declaratory. local and state 
agencies actually pick up ithe revenue. 








Real purpose of launching the campaign here rather than in the city halls 
and statehouses is to offset a large-scale public housing agency, get slum clear- 
ance funds diverted fully into private hands. But Federal Housing Agency already 
exists and a bureau once established rarely gives up the ghost. 














Talk of a revived Home Owners’ Loan Corporations is echoing through the 
halls of Congress. Despite glowing reports of after-the-war prosperity, and assur- 
ances depression isn't inevitable, a realistic approach seems: returning soldiers, 
home owners, aren't going to be able to swing readily into mortgage principal 
payments. 


Cheering financial note for taxpayers is the fact that while war's tempo 
is quickening, expenses of the conflict are dropping below estimates. The War 
Department will "save" about 25 billion dollars this year. It's pricipally in- 
dustry's contribution. Cost of items have dropped almost that much. 























Withal, the President has asked for a second budget of 100 billion dollars. 
If that amount is appropriated and expended in 1954 it will mean the Nation is 
spending slightly more than two dollars for each one taken in by the tax collector. 











Latest report on the self-consuming ball of fire that once was Berlin, is 
that the last 15 raids contributed 26,360 tons of bombs to the Nazi capital. That's 
five times the tonnage by which Hitler sought to eliminate London in 1940-1941. 











Oil is looming again as a prime subject of Congressional concern, but 
this time the future rather than the past is being probed. The Truman and other 
committees have presented the releated questions of resource and depletion in a 
manner that has pointed up the problem strikingly. 














Alarmists who suggest permanent rationing find no support among government 
experts in the field. At wartime rates of consumption the supply would be used in 20 
years. Present supply sources wouldn't lubricate another war, says Administrator 
Harold L. Ickes. The prospect of either requirement isn't great. 














Gov. John Bricker of Ohio set Washington back on its heels with a blast 
against union abuses, then lost all the ground he gained by 24 hours devoted: 
largely to platitudes. Lincoln Day speaker in the Capital, he was paraded before the 
hyper-critical press the following day. He didn't click. 
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For those who are prone to bewail the rigors of life 
in our war economy, a factual study of the latter is likely 
to be full of surprises. Viewed from the standpoint of 
economic cause and effect, it is replete with important 
future connotations. 

We are all aware of the magnitude of our war effort, 
of the production miracle performed by industry in such 
an amazingly short period. But perhaps few fully realize 
at how high a level, nevertheless, output for civilian use 
has been and still is maintained. This testifies not only 
to our organizational talent and ability to expand quick- 
ly but more particularly to how far we were, before the 
war, from fullest utilization of our industrial apparatus 
and economic resources. ‘The latter perhaps is the most 
significant conclusion forced upon us by the record of 
wartime civilian production, for this record was achieved 
without benefit of expanded facilities and frequently un- 
der severe stress from manpower shortages and a multi- 
tude of restrictions. ‘The outstanding fact is that the 
American economy has been able to produce far more 
than anyone supposed it could, and consequently it has 
met the challenge of the war without having to diminish 
ageregate civilian consumption below the 1939 level. Ac- 
tui illy, the latter is running considerably higher. 

This is not to say that war and its inevitably curbing 
influences left the civilian goods supply undisturbed. In- 
cisive shifts, as we all know, did occur, leaving their 
marks on everyday life. Also, there have been evident 
scarcities but these reflected increased demand as well as 
decreased supplies. On the whole, the extent of curtail- 
ment forced upon the consumer has been relatively small 
indeed. As far as vital needs are concerned, we have suf- 
fered little even according to American standards. ‘This 
finds full reflection in past and current records of con- 
sumer expenditures and nation-wide retail sales. Both 
since the war have reached consecutive new highs as our 
national income continued to soar in the wake of rap- 
idly expanding war production. If, nevertheless, hard- 
ships did occur it was not so much for lack of goods but 
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War-time Trends In Consumer Spending 


BY E. A. 
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for lack of the wherewithal to buy them on the part of 
those whose income lagged behind rising living costs. 

The war-time achievement of our civilian economy is 
aptly illustrated in the accompanying table, showing 
gross national production or expenditures from 1939 to 
1943 and a break-down of the total according to uses. 
The table is self-explanatory; it highlights not only the 
rapid rise of war expenditures, but paralleling it, the con- 
stant upward trend of expenditures for consumer goods 
and services and the virtual halt in private gross capital 
formation. 

According to official estimates, consumer expenditures 
last year amounted to over 590 billions compared with 
$82 billions in 1942 and $61.7 billions in 1939. How- 
ever, more than two-thirds of the rise since 1939 and prac- 
tically all of the rise since 1941 is accounted for by higher 
prices. Nevertheless, 1943 expenditures, in terms of 1939 
dollars, still came to roughly $70 billions or some 13°; 
above 1939. On the other hand, the 10°% increase in 
absolute expenditures between 1942 and 1943 compares 
with an estimated average price rise of 7°64 during the pe- 
riod; it means that consumer expenditures were rising 
faster than the cost of living. Yet it would be wrong to 
conclude that the number of units of goods and services 
flowing to consumers increased markedly during that span. 
Rather, the swelling dollar volume of expenditures finds 
its explanation in a widespread trend towards higher- 
priced goods, in the shifting towards more plentiful mer- 
chandise, to hidden price increases and to the fact that 
in such basic commodities as food and clothing, curtail- 
ment of consumption was not as drastic as first expected. 
Still it is obvious that real consumption in 1943 Was at 
least equal to any year since the war began and consid- 
erably above immediate pre-war levels. There is little 
chance of any drastic encroachments for the remainder 
of the war, except perhaps in the available food supply. 

In this total picture of surprisingly well maintained 
consumption, or production for consumption, important 
divergencies are observed. Expenditures for durable 
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goods, after a 1941 peak of $9.1 billions, dropped sharply 
in the early part of 1942. The value of the group’s main 
components, automobiles, household appliances and ra- 
dios continued to decline in 1943 but purchases of jewelry 
and automotive parts increased while buying of furni- 
ture and house furnishings held fairly close to 1942 rec- 
ord volumes. 

On the other hand, outlays for non-durable goods and 
services, in current dollars, are far outrunning those of 
preceding years. In major part this is due to an enor- 
mous spurt in apparel buying and higher food consump- 
tion, apart from the all-embracing rise in prices. To 
mention just a few examples. 1943 dollar sales by se- 
lected apparel stores in 1943, according to Department 
of Commerce data, were 100% greater than in 1939. 
Physical output of clothing and shoes for civilians aver- 
aged about the same in 1943 as in 1939. Food production 
has increased sharply since the prewar period, and in 
1943 per capita food consumption by civilians, though 
reduced from the 1942 volume, was still 2% larger than 
in 1939. 

Total expenditures for non-durable goods last year 
reached a new peak of some $53.8 billions, up from $48.0 
billions in 1942 and from $32.6 billions in 1939. It is of 
course impossible to measure accurately the effect of qual- 
ity changes; also, the consumers freedom of choice has 
become seriously restricted. But in a war economy, these 
must be regarded as minor irritations. The important 
point is that it has been possible to maintain such high 
civilian production in the face of huge and urgent war 
output. That it could be done at all was largely due to 
four factors: (1) oniy a part of consumers goods plants 
could be converted to war output. (2) the flow of ma- 
terials and goods was partly maintained from inventories. 
(3) there was sufficient manpower, at least up to the end 
of 1942, to enable those industries not convertible to war 
production to meet rising consumer demand with in- 
creased output. (4) up to the end of 1942, the demand 
for consumption commodities of the Armed Forces and 
for Lend-Lease remained relatively small. In 1943, this 
picture changed somewhat. Manpower often became a 
bottleneck, affecting certain civilian goods production. 
Moreover, military requirements of consumption goods 
rose, restricting the civilian share of production. The 
result was greater reliance of inventories to meet the still 
rising civilian demands. 

To analyze war-time trends in consumer spending, the 
changes and directions apparent last year are particu- 
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larly pertinent, the more so as there has been no devi. 
ation from the basic pattern building up since the war, 
As previously mentioned, clothing and related item 
showed by far the greatest increase; such expenditure 
last year soared 20% to $12.6 billions, compared with 
$8.4 billions in 1941. This large percentage increase i 
by no means explained by rising prices alone; rather, it 


reflects the wide diffusion of rising income among allf 


classes and marked improvement in employment oppor. 
tunities for women. The lack of other spending outlet, 
notably in the consumer durable goods field, is an addi. 
tional factor. This war-time phenomenon probably is 
of little long-range significance. Spending for apparel 
invariably fluctuated with income receipts and will con. 
tinue so after the war. 

Food and beverages rank secgnd with a 16% increase 
to $32.2 billions, compared with $22.3 billions in 1941. 
This boost in over-all consumption materialized despite 
rationing and fairly rigid price controls. Higher income 
led not only to greater per capita food consumption but 
to a marked trend towards better, higher priced foods. 
Prices, too, rose sharply in the early part of 1943. In 
the beverage field, liquor sales despite unofficial ration: 
ing mounted considerably during the first half of the 

eriod. The total expenditures for food were further 
swelled by the spreading of the “dining out” habit to 
supplement rationed food supplies of individuals. Nor- 
mally, food sales primarily fluctuate with income. But 
war-time emphasis on food consumption may well be of 
more permanent significance. Existing scarcities despite 
a high level of total consumption are principally due to 
larger food purchases of lower income groups, leaving 
less available for those accustomed to buy all they want. 
The former’s experience with a better table, granted 
adequate post-war income, may well lead to continued 
post-war emphasis on food at the expense of other spend- 
ing outlets, though at present this point is debatable. 

1943 expenditures for tobacco in all forms rose 12% 
to $2.8 billions, compared with $2.2 billions in 1941. 
With price controls quite rigid, rising prices found re- 
flection in quality deterioration rather than in higher 
prices to the consumer. No particular long-range sig- 
nificance can be laid to the war-time spurt in tobacco 
consumption; rising income was the primary factor. 

On the other hand, public spending for gasoline and 
oil dropped 18% to $1.6 billion against $2.4 billion in 
1941. Considering the price rise for these products 
which occurred during the period, prior to institution 
of rigid price control, the relative decline was even 
greater, reflecting chiefly rationing. The drop of course 
is purely a war-time phenomenon and a sharp rebound 
can be expected with future relaxation or abandonment 
of rationing. When it comes, it may be to a considerable 
degree at the expense of other spending outlets, probably 
including clothing and food. 

Spending for “other non-durables” comprising a wide 
variety of goods not included in the aforementioned 
main groups, last year rose 13% to $6.1 billion, compared 
with $4.7 billion in 1941. About half of the increase is 
due to higher prices, the remainder representing mount: 
ing physical volume. 


Less Spending for Durable Goods 


A different picture presents itself in the durable goods 
field. Consumer spending for durables in 1943 declined 
some 2% to $6.3 billion, compared with $6.4 billion in 
1942 and a similar amount in 1939. The drop in physi- 
cal volume, however, considerably exceeds the 2% de- 
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cline in dollar volume, in view of sharply higher prices. 
This explains, too, the insignificant decline from 1939 
since obviously, durable goods sales last year must have 
been far below pre-war levels. 

More specifically, sales of automobiles and parts tum- 
bled 27% to a mere $0.4 billion, compared with $3.3 bil- 
lion in 1941 and $2.3 billion in 1939. Sales of other 
durables were far better maintained. Furniture, house 
furnishings and equipment dropped only 6% to $3.8 bil- 
lion, against $4.3 billion in 1941 and $3.0 in 1939. Since 
prices were uniformly higher, however, the decrease in 
physical volume must have been notably greater. But 
furniture sales in particular continued at a fairly high 
level, in line with great activity in the furniture manu- 
facturing field until halted, later in the year, by the 
acute lumber shortage. In all the groups just mentioned, 
the post-war rebound will be very substantial, largely 
financed out of war-time savings but possibly to a limited 
degree also at the expense of other spending outlets. 

Other durables, comprising a long list including ap- 
pliances, hardware, building materials and jewelry, to 
mention the most important components, rose 15% last 
vear to $2.1 billion, against $1.8 billion in 1941 and $1.1 
billion in 1939. This increase, countering the general 
trend, is largely accounted for by a sharp rise in jewelry 
sales which last year came to fully $1 billion. Exclud- 
ing this item, a small actual decrease is shown with an 
even larger decline in physical volume indicated in view 
of generally higher price levels for this type of merchan- 
dise. After the war, jewelry sales—barring a severe infla- 
tion—are likely to fall back to more normal levels but 
spending for the other components should rise materi- 
allv. Potential demand is enormous. 


$29 Billions Spent for Services 


Consumer spending for Services in 1943 rose 5% to an 
aggregate $29.1 billion, compared with $27.6 billion in 
i941 and $22.7 billion in 1939. Not only is the rise in 
major degree due to higher prices, but actual services 
rendered, in terms of units, were considerably below ear- 
lier levels in further reflection of higher price levels but 
also of manpower shortages which have notably curtailed 
consumer services as a whole. Among the individual 
components, expenditures for housing is by far the most 
important. Such expenditures last year rose 3% to $8 
billion, compared with $7.4 billion in 1941. In view of 
the quite effective control over rentals, this increase is 
not so much due to higher rental rates as such but to a 
considerable rise in actual 
rent. payments by many 


will not affect housing expenditures as understood for the 
purpose of this study. 

Home maintenance last year rose 3% to $1.8 billion, 
compared with 1941 expenditures of $1.5 billion. In 
view of generally higher price levels for materials and 
costs entering home maintenance, an actual decline is 
indicated, possibly as much as 16% from 1941. <A sharp 
reversal of this trend is indicated after the war. 

1943 expenditures for household utilities, that is gas, 
electricity and fuel oil, mounted 8% to $2.8 billion com- 
pared with $2.4 billion in 1941. The bulk of this repre- 
sents a genuine increase in view of largely stationary 
rates for gas and electricity. It should be well main- 
tained, if not tending higher after the war when fuel oil 
restrictions for heating purposes are abandoned and new 
residential building is adding to the potential. 

Last year’s expenditures for personal services advanced 
11% to $2.2 billion, against $1.8 billion in 1941. The 
rise is entirely due to higher price levels and actual 
services rendered declined because of labor shortages. 
Expenditures of this kind should expand after the war, 
when manpower is again more plentiful, but over the 
longer term will largely be governed by income trends. 

Expenditures for transportation, despite largely sta- 
tionary rates, rose sharply in line with expanding war- 
time requirements. In 1943, the gain was 14%, to an 
ageregate of $3.4 billion compared with $2.6 billion in 
1941. The bulk represents a real increase, reflecting 
greater need for traveling and commuting, primarily in 
connection with the war effort. After the war, such ex- 
penditures are likely to shrink unless income continues 
at a fairly high level although in such a case, at least a 
partial offset may be found in high war-time savings, 
some of which may be used for post-war traveling. But 
there, too, economic security must be regarded a pre- 
requisite. 

The 7% increase in amounts spent last year for medi- 
cal cave only partially reflects higher medical fees. The 
bulk perhaps is the result of rising income, permitting 
better attention and prompter medical treatment when 
needed. A total of $3.5 billion were spent last year com- 
pared with $3 in 1941. The future trend will largely 
depend on income, apart from the general state of health 
of the nation. 

Recreational spending in 1943 rose 4% to $2.4 billion, 
against $1.9 billion in 1941. Prices no doubt averaged 
considerably higher than 4° %, yet the over-all rise was 
limited to that figure, despite greatly expanded incomes, 
by relative less spending for (Please turn to page 581) 
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Money Circulation Is Above 20 Billion Dollars, 


With Nearly A Fourth Of It Apparently Used To 


BY JOHN C. 


Topay there is approximately $150 of currency in 
circulation for every man, woman and child in the 
United States. The figure compares with about $50 per 
capita in the last pre-war year (1939), with $39 in 1929 
and with $35 in 1914. 

This is supposed to be a “bank money” country. For 
a great many years, the trend was to settle more business 
by bank checks, less by currency. Up through 1930 bank 
deposits reflected both the 


Conceal Tax Avoidance And Off-The-Record Business 


$150 Per Capita In Currency 


CRESSWILL 


reached $7,598,000,000. Undoubtedly there was some in- 
crease in cash hoarding by American citizens also—as 
there always is when people anticipate war—but there is 
reason to believe that this did not figure largely in the 
over-all picture. 

As compared with the 1939 monthly averages of cur- 
rency volume, there was an increase of $1,645,000,000 in 
1940; of $4,072,000,000 by the end of 1941; of $8,322, 

000,000 by the end of 1942; 









































long-term growth of busi- RELATION OF CURRENCY CIRCULATION and of $13,352,000,000 ‘by 
ness volume and the ups TO PAYROLLS the end of 1943. The rec 
and downs of the business ehh manaen «ae ord total of $20,440,000,000 
cycle; while the volume of 300 reached in December was 
outstanding currency was equal to about 42 per cent 
highly static. of total deposits of all re- 
For example, in 1922 the ond porting Federal Reserve 
monthly average currency . member banks. For per- 
circulation was $4,541,000,- MONEY IN CIRCULATION Ty Pd spective, it was not unt 
ooo and in 1930—eight Pe 1915 (when currency cir- 
vears later—it was $4,562,- 200 culation averaged $3,376 
000,000. The first’ signifi- 000,000) that the total de- 
cant change in long-term WAGES posits of all banks in the 
trend developed as a re- : country passed — $19,000,- 
sult of widespread bank sais y he SALARIES 000,000! 
failures in 1931-1932. By Oral But the most significant 
February, 1933, the cur- <o* part of the story of what is 
rency volume — had __ in- POQMMALALILIL LITA - going on is told by the ac- 
creased to $6,545,000,000. 1940 194] 1942 1943 companying graph. In this, 
with the 


After the banks reopened 
on a sound basis—which 
progressviely became more liquid than ever before— 
there was a partial and temporary reversal. By early 1934, 
the currency volume was back down to $5,289,000,000, 
or only some 13 per cent more than the average of the 
20 S. 

Then came the business recovery period of 1935-1937, 
during which—by late 1937—currency volume expanded 
to $6,561,000,000. ‘There was no inflationary significance 
in this increase—as the term “inflation” is popularly in- 
terpreted. It reflected in predominant degree simply the 
rise in employment and payrolls; plus the fact that— 
with New Deal redistribution of the national income 
becoming effective—a large share of the increased con- 
sumer income went to persons who had never maintained 
bank deposits. 

But in the depression year 1938 the currency volume 
not only failed to decline, it went even higher. By the 
close of 1938 it had made a new peak at $6,856,000,000. 
The war clouds were gathering. Large amounts of ref- 
ugee funds were seeking safety in dollars and, for reasons 
best known to the owners, substantial amounts were 
tucked away in the form of hoarded currency, rather 
than readily traceable bank deposits. This factor, as well 
as rising business activity, was also operative in 1939, 
by the end of which year the currency circulation had 
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1939 averages as 

: the starting base, we pre- 
sent indexes for money in circulation and for total wage 
and salary payments. It will be seen that a fairly close 
relationship was maintained between the two lines until 
late 1942. That is, despite all other factors, the rise 
in employment and payrolls was a quite acceptable ex- 
planation of the increase in currency volume in 1940, 
1941 and most of 1942. 

However, the relationship became more and more 
distorted in 1943. By December the currency index was 
some 55 points above the wage-salary index, whereas at 
the close of 1942 it had been only 17.5 points higher, 
and in June, 1942, it had been only 1.5 points higher! 

What these figures tell us is that there is some “dirty 
work at the cross-roads’”—and plenty of it! Since we can 
assume that the trend relationship of the two chart lines 
for most of 1940-1942 was “according to Hoyle,” the 


conclusion is inescapable that the money circulation | 


peak of $20,440,000,000 at the end of 1943 was almost 
$5,000,000,000 more than could be accounted for by the 
wage-salary level. That is, had the previous pattern been 
projected, the wage-salary level at the end of 1943 would 
have “explained” a currency volume not exceeding about 
$16,500,000,000, in comparison with actual figure of 
520,440,000,000. 

Beyond this highly inter- (Please turn to page 585) 
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To protect one’s capital so far as possible against 
erosion due to changing conditions—it has always been 
important for investors to re-appraise periodically all 
holdings in which a risk factor is inherent. Today, more 
than ever before, methodical review and judicious “sec- 
ond thought” are called for under the beginnings of our 
transitional war-peace economy. 

It is to meet this essential need of “‘stock-taking’”’ on 
investment holdings that The Magazine of Wall Street, 
as for many years past, presents its Security Re-Appraisals 
and Dividend Forecasts at six-month intervals. Since our 
readers in the aggregate hold stocks in many hundreds 
of corporations, lengthy individual analyses of all impor- 
lant companies at one time would be manifestly out of 
the question because of space limitation. Moreover, 
only by coverage of a large number of companies, in- 
dustry by industry, can this feature be of maximum use- 
fulness to investors in the guidance that it provides as 
to comparative values and prospects. Theretore, in the 
material on the following pages, we have endeavored to 
present as concisely and conveniently as possible the 
most pertinent information and ratings on the maximum 
possible number of corporations. 

The tabulated statistics, ratings and individual com- 
ments for each stock group are preceded by an extended 
background analysis of the position and prospects of 
the industry, written by qualified specialists. ‘The 


S 


PART Iii 


—D ye 
qn Outlook and Ratings for Individual Merchandising; Farm, Rail, 


Electric and Office Equipment; and Miscellaneous Stocks 


grouped statistics on individual companies are self-ex- 
planatory. When carefully studied in relation to the 
accompanying individual comments, we believe this in- 
formation represents the most practical and useful 
“bird's-eye” appraisal that can be devised for the con- 
venient use of investors. 

The key to our ratings of investment quality and 
current earnings trend of the individual stocks—next to 
the last column in the tables, preceding comment—is as 
follows: A+, Top Quality; A, High Grade; B, Good; 
C+, Fair; C, Marginal; while the accompanying numer- 
als indicate current earnings trend thus: 1—Upward; 
2—Steady; 3—Downward. For example, A 1 denotes a 
stock of High Grade investment quality with an Up- 
ward current earnings trend. 

The Market Rating—last column in the tables—rep- 
resents our judgment of longer-term potentials and is 
not intended as current advice on timing purchases or 
sales. For trend timing advice, follow our regular market 
analysis in the forepart of each issue. If, however, 
investment income is the primary objective and _ if 
one is willing to ignore interim fluctuations, stocks in- 
dicated as Favored for Income may be currently pur- 
chased. The key to these ratings is: W—Favored for 
Income; X—Favored for Appreciation; Y—Should Move 
With Market; Z—Under Average Prospects for the longer 
term regardless of current action. 

































































Desprre shortages in many lines of merchandise, 
1948 in terms of dollar volume proved a banner year for 
the retail trade. The constantly rising national income, 
mounting to an estimated $148 billions from $120 bil- 
lions in 1942, together with remarkably high production 
of most consumer goods despite the magnitude of the 
war effort confounded earlier predictions of a gradually 
declining retail volume. Instead, for the fifth consecu- 
tive year, sales rose to a record high of $62.26 billions, 
an increase of 10% over 1942 and 64% over the 1935- 
39 average. December sales of $6.71 billions, highest 
monthly total on record, contributed materially to last 
year’s gain. 

However, these figures do not tell the whole story. 
Price increases accounted for nearly all of the gain in 
dollar volume. After adjustment for price changes, 1943 
turnover was only 1.4% above that of 1942 and 7% 
below the 1941 record high. It is significant, however, 
that even in terms of pre-war dollars, the 1943 retail 
volume still exceeded that of 1939, amounting to $47.6 
billions against $42.5 billions respectively. Nothing 
could drive home more forcefully the fact that in spite 
of the enormous proportions of the war effort, we had 
“butter” as well as “guns,” in fact more than in the 
years preceding the war although quite naturally, war 
factors caused considerable shifts in the respective 
weights of the components comprising our “butter,” that 
is the aggregate of civilian goods available. 

“Reflecting manufacturing restrictions and rapidly 
dwindling inventories, durable goods sales dropped 9.5% 
to $9.10 billions with virtually all components partici- 
pating in the downtrend. Dollar sales of the automo- 
tive group declined 11% despite widespread branching 
out into new lines; building materials and hardware 
stores had a sales drop of 15.7%, home furnishings stores 
one of 10% reflecting the steadily tightening supply situ- 
ation in these fields. The lone exception countering 
the downtrend in the durable goods sector were jewelry 
stores which registered a 28.7% increase in dollar sales 
which last year came to $1 billion, confirming the un- 
precedented buying rush noted for some time in this 
field. 
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Divergent Trends 


for 
Merchandising 
Shares 


BY j. Cc. CLIFFORD 


Non-durable goods stores, principal beneficiaries o/ 


high war-time spending, boosted their 1943 dollar volf 
ume 13.5% to $54.16 billions, in large part reflecting the 


upward march of prices which occurred during the pe 
riod. In this category, the apparel group stands out 
with a 22.9% gain; drug stores boosted their turnover 
by 20.2% and the general merchandising group, compris 
ing department and variety stores, by 10.2%. Gains of 
the three last mentioned groups, apart from the price 


factor, additionally reflect fairly prompt replacement} 


and greater concentration on higher-priced items. 

The sales gain of food stores was limited to 9%, partl 
due to price ceilings but also because of relative short 
age of some foods and rationing. Eating and drinking 
places, doing a prolific business, swelled their volume by 
29.2%; this large percentage gain also mirrors less ef: 
fective price control in this field which incidentally wa 
not inaugurated until April 1943. 

It is interesting to note that retail sales of non-durabk 
goods just about kept pace with the rise in consume! 
income, after taxes, despite the fact that durable good; 
sales fell well below pre-war relationships. 
points up the changes which occurred in the basic sup 
ply situation, it is also evidence of general effectiveness 
of price control since without it, a far greater spillover 
of buying power from the durable to the non-durable 
field would undoubtedly have occurred. 

Throughout the last quarter of 1943, retail sales rose 
sharply with the Christmas buying rush culminating in 
November. Incidentally, the importance of inventor 
liquidation in the flow of goods to consumers is illus 
trated by the fact that almost one-third of the high De 
cember volume was reported to have come out of inven: 
tories, leaving the latter substantially below pre-Christ: 
mas levels of about $6.22 billions. A year earlier, thei 
were $7.09 billions. Currently, they may~amount to no 
more than about $4.5 billion. 

Earningwise, the general pattern outlined above find 
reflection in the results of the various retail outlets 
They were, on the whole, fairly well maintained despité 


variations testifying to the multifarious problems whic} 


affected retail operations during the year. In 1944, thes 









While this 





currents must be expected to become even more pro 
nounced. Depletion of inventories is further progress 
ing and the supply situation is likely to tighten. In thd 
durable goods field, especially, no early improvement ii 
in sight. Schedules for increased output of consume 
lines have been shelved. The 703 civilian item list o 
which a start was promised early last autumn remain{ 
unimplemented by necessary WPB action in line with 
the policy of the military which at present frowns o1 
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larger scale resumption of civilian production. Simi- 
larly, OCR plans for revival of*manufacture of a selected 
list of electrical appliances have been postponed. Barring 
a reversal of these decisions, production for civilian con- 
sumption as a whole will remain largely stationary 
around existing levels as in the manufacture of soft 
goods, too, no marked changes are anticipated over the 
immediate future. With inventories lower, this points 
to a smaller over-all supply, with probably increasingly 
mixed trends within the total supply picture. 

Woolen and worsted goods can be expected to be 
more abundant, the result of more liberal wool allot- 
ments by the Government. On the other hand, rayon 
goods supplies, are likely to shrink as war requirements 
of rayon yarn continue huge. The outlook for cotton 
goods is somewhat obscure because of the uncertainty 
over size and sufficiency of Government stockpiles. Lit- 
tle change is looked for in the general food supply, and 
consequently in food store sales, although variations 
within the over-all picture may always occur. 

Broadly speaking, sales potentialities should not be 
affected very considerably by merchandise shortages for 
the duration of the European war but demand may 
slump severely when employment uncertainties are cre- 
ated by widespread war contract cancellations following 
a sudden end, or approach to the end of the war in Eu- 
rope. The magnitude of such a decline and its dura- 
tion will be determined by the effectiveness of Govern- 
ment and business policies in speeding reconversion and 
taking up the resultant employment slack. 

Of late, retail sales after a temporary post-Christmas 
decline have again been uptending but because of the 
substantial gains.made in 1943 and the tighter supply 
situation now developing, most concerns may experience 
a moderate recession in volume and earnings eventually. 
Taxes in many cases will run higher in 1944 and costs 
are likewise rising. In some lines, especially the food 
group, the price squeeze due to ceilings continues to 
narrow operating spreads although on the whole, they 
should be fairly well maintained elsewhere. 

Based on existing buying power alone, demand pros- 
pects continue excellent but they may be increasingly 
circumscribed by psychological factors arising from the 





outlook for peace in Europe. As peace approaches, pub- 
lic spending is likely to become more cautious; on the 
other hand, prospects of a longer war in Europe, mean- 
ing no early interruption in current high employment 
and consumer income, can be looked upon as a distinct 
buying stimulant within the restrictions imposed by war 
time conditons, that is supply factors and, perhaps in- 
creasingly so, the impact of heavy income taxes on in- 
dividual pocket books. 

Within this broad outline, demand prospects vary 
among the various retail groups. Department stores last 
year fared best and should do well again this year. De- 
clining sales in durable goods, never a major factor, 
were more than offset by sharply higher turnover of soft 
lines, boosting over-all volume to new highs. Large in- 
ventories, effectiveness of standardization of many prod- 
ucts and widespread “upgrading” of consumer demand 
boosted volume and generally favorable operating 
spreads prevailed. The latter, more or less typical of 
the entire merchandisng field except the food group, 
was achieved by discontinuance of special sales, smaller 
returns, curtailment in special services and deliveries and 
a large proportion of cash sales. Resultant savings were 
only partly counterbalanced by rising expenses, notably 
wages. While managements exhibited great ingenuity in 
the use of substitutes to supplement curtailed supplies, 


‘the superior performance of department stores and mer- 


chandise chains was partly the result of their strong re- 
lationships with important manufacturers who made a 
special effort to keep these large buyers supplied even at 
the expense of losing smaller accounts. Unless and un- 
til demand trends are disturbed by approaching peace 
in Europe, this general picture is likely to hold good in 
its broad outlines. However, progressive depletion of 
inventories may require renewed emphasis on substi- 
tutes despite recent consumer resistance; as far as lower- 
priced merchandise is concerned, it may lead to even 
greater “upgrading” of consumer demand, that is pref- 
erence of higher priced lines. On the whole, availability 
of goods will be the principal determinant of volume. 
Earnings in turn may be moderately pared by higher 
taxes and rising costs which may be difficult to compen- 
sate fully by further operating (Please turn to page 582) 





Position of Leading Merchandise Stocks 



























































1936-39 1943 
Book Net Quick 1936-39 1942  Est.1943 Average Divi-  Invest- 
Value Assets Avge.Net Net Net Dividends dends ment Market COMMENT 
Company PerSh. PerSh. PerSh. PerSh. Per Sh. Per Sh. Paid Rating Rating 

Allied Stores...........+-. 15.14 (a) 0.79 2.50 3.50 0.05 0.60 B2 x An attractive growth situation though nearby sales may recede 
slightly due to merchandise shortage. Dividend could be 
raised but conservative policy likely. 

American Stores........... 24.32 12.76 0.71 1.54 1.55 1.00 100 C+2 Y Nearby outlook fairly stable despite some uncertainty con- 
ceming mark-ups. Finances strong and dividend should be 
maintained despite relatively thin g 

Amold Constable......... 14.93 9.25 0.85 1,00 1.62Ja. 0.75 0.50 Be Y Merchandise stocks adequate and over-all volume should be 
maintained. Decentralization into suburban areas f bi 
long-range factor. Dividend secure. 

PO Oi hicceasevuceces 38.88 19.06 3.83 2.72 4.00Ja. 2.65 2.00 B1 x Sales should remain high though merchandise shortage may 
eventually be felt. Good growth prospects exist over longer 
term. Dividend secure, eventually may be raised. 

Davega Stores............. 12.01 10.30 0.52 4.47 1.00Ma 0.50 0.50 ¢c3 Z Sales sharply affected by war and no marked improvement 
expected for duration. Good expense control should prevent 
further earnings decline. Dividend may continue unchanged. 

Federated Dept. Stores. .... 32.36 3.30 2.36 3.56 3.30Jy. 1.50 1.50 B3 Y High taxes, d sales affecting earings only moderately 
and no sharp dip anticipated despite possibility growing mer- 
chandise shortage. Dividend secure. 

First Nat. Stores........... 31.72 16.37 3.60 2.91 2.62Ma. 2.75 2.50 B3 Y Narrower margins affecting earings and volume may also 
recede somewhat. ong finances should permit continuance 
of dividend despite thin coverage. 

MND NGB ss viecccscecces 28.91 (a) 0.55 2.26 3.00 None 0.45 C+2 x Excellent 1943 volume probably cannot be duplicated bu? 


volume should continue satisfactory. Dividend resumption and 
improvement of internal organization impart appeal, 
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Book Net Quick 1936-39 
Value Assets vge. 
h. PerSh. Per Sh. 






Company 





Net 


of Leading Merchandise Stocks (Cont'd) 


1936-39 1943 

Est. 1943 yeaa Divi- 

Net Dividends dends 
Per Sh. 


1942 
Net 
Per Sh. 


Invest- 
ment Market 
Rating Rating 


COMMENT 








Grant, W.T...0-c000e- ++. 28.87 15.00 2.86 









Groen, H. L...... acon 19.93 4.71 3.03 






Interstate Dept. . Stores. cee ; i: 8.98 ; 








Jewel Tea 7.50 


Kresge, S. S.v......see0000. 29.93 745 1,87 





440 


5.58 


Per Sh. Paid 
2.85 Ja. 


2.87 1.26 1.40 B2 ¥. Operati should 
improvement in internal organization. 


good, dividend secure. 





Longer term prospect; 


3.62 3.50 2.12 2.50 B3 Ww 
contraction due to Strong finances, 


stable earnings record, secure dividend impart investment avality, 


Good 1943 earnings should be well intained as pany 
benefiting from greater spending power of low income groups, 
Dividend safe. ‘Stock looks cheap relative nearby and longer 
term prospects. 





3.27 3.90Ja 0.81 1.00 C+2 xX 





Food controls and supply factors may further affect volume but 
sharp peace time recovery indicated. Dividend considered 
secure. Post-war growth prospects exis}. 


2.03 1.69 9.79 «+145 BS Y 


1,50 


~ Earnings sustained through adroit replacement policy but higher 
taxes may affect 1944 net. Strong finances permit dividend 
maintenance despite thin coverage. 


4.45 1299 120 A 


































































Kress, S, H. ienot. aaweserer 6.58 1.98 





Lerner Stores. . = ae 5 oie : 9.97 i 4.32 





36.32 10.99 2.08 


Marshall Field............ 92.90 (2) 0.83 


May Dept. Stores echew ase . AA. 51. “19.92 





3.70 


McCrory Stores........+5. 13.15 0.95 


MeLellen Stores......00 . > : : 1.11 


Melville Sh Shoe..... ivi ee ee : ; 4.75 


Montgomery Ward........ 46.00 38.80 3.86 


Murphy, ra G. agicas : ; oe e 36.82 7.09 5.75 7 


National Tes........ eeee. 17.72 496 1.13 


Newbery, J. Juccccccscees 49.53(1.24 


Penney, J. C.....+eeee0e+ 35.01 26,81 6.44 


Rolieble Stores..........-. 21.93 19.64 


Sefeway y Stores. ” . é 5 - — 6.06 





Sears Roebuck......0.0.. 54.97 33.75 5.49 


Shattuck, F. G.......00000. 6.60 0.60 


Spiesel, eats 7 peewee ; ve 8.00 : 1.54 


Woolworth, F.W....-.0... 21.74 5.78 3.19 


1.87 


3,65 


5.20 


43 


9.43 


2.13 2.12 Supply difficulties well handled, yet volume may y recede s some- 
what over nearer term. Dividend held safe and good competi- 


tive position enhances longer range prospects. 


1.20 1.60 B2 Y 


Demand should ti heavy 
power of women but slight pF cam possible as adequate 
replacements more difficult. Strong cash position may prompt 
dividend increase. 


flerti . d di 





3.51 5.12Ja. 2.00 


and repli ts fairly 
suggest int of dividend 





~ Sales prosp ti ki 
adequate. wd fi 
despite narrow coverage. 


9.44 “Y — 











1.68 


68 70 0.07 | Sales outlook ¢ good and internal reorganization has improved 
earnings base but nearby volume may be affected by replace- 
. ment difficulties. Dividend should continue conservative. 


Company benefiting from ; wartime spending b boom and volume 
should continue well maintained. Efficient operations, strong 
longer term outlook. Dividend 


3.66 








1.90  *9.00 0.56 1.00 C+2  Y Growing shortage of soft lines may hold sales below high 1943 


levels but net should be relatively well maintained and dividend 


_amply covered, 


With stores located primarily in a serel @ eress, high ‘reral spending 
power imparts t sale: pects though supply situation 
may prevent fullest cusliiniien. Finances sound, dividend 
secure, 
c+3 «6Y ‘Rationing affecting sales and over-all decline indicated despite 
army orders. Margins maintained. Dividend may hold but 
cannot considered secure. Peace-time outlook favorable. 
Favored ‘for certain peace | revival especially in durable goods 
in soft lines must limit nearby 
earings despite heavy volume of demand. Dividend secure. 


1.50Ja. 


0.69 0.60 C+2 





1.43 Y 











2.99 «9.00 425 2.00 





(350 238 200 AS XxX 





3.00 Cae OF. 


With, ‘taxes higher and volume possibly lower, 1944 n net may 
recede somewhat though continuing at aoee level. Company's 
merchandising pony, assures ing prewar 
record. Dividend safe. 
c2 Zz Efficiency greatly Improved and competilive position reestab- 
lished but progress stalemated by wartime restrictions. Dividend 
prospects uncertain despite improved financial position. 

2.40 B2 Ww Conspicuous 1943 gains in volume and earnings may not be 
fully maintained in view of supply situation but good results 
nevertheless indicated. Large earnings, growing liquidity 
suggest eventually higher dividend. 


5.33 *5.330 03,35 





0.54 0.75 0.23 None and competitive posi ; 





670 9.00 —2.33 


6.50 5.50 





Continued expansion and wide decentralization promise long 

term growth but nearby p d b 

ges an g margins. 

¥ Heavy spurt in » jewelry sales more than offsetting declining 

furniture volume and dividend should be maintained. Large 
postwar sales of low-priced house furnishings indicated. 


6.58 5.00 B3 W 





Dividend held secure. 





0.92 200 0.69 1.00 C+2 y sa 3 decli 


2.00 3.00 





Volume should be fairly “well maintained and margins may 

p ring ble ceiling adj 
management and growth factors impart ool appeal, 
Dividend should be continued. 


4.06 3.62 








5.87 


5.50Ja. 





~ Supply outlook _ dominant factor view normally heavy concen- 
tration on hard goods but increasing variety partial offset. 
Margins may narrow but mostly at expense of taxes. Dividend 

held safe, postwar outlook excellent. 


415 495 


0.80 


1.37 Cc+2 Y 7 Benefits from. consumer buying power and increasing tendency 
towards eating out. Candy Pape with larger raw 
we tai A 


profits. 





di.43 0d 





Heavy in with switch from instalment to 
cash Bs “delay early establishment of profitable operations 
but longer term outlook favorable. Finances improving, bank 
loans liquidated. 





*2.26 Continued heavy demand assures , fairly well, maintained sales 
despite sporadic scarcities certain lines. Margins maintained, 
costs well controlled and net should stabilize around current 
levels. Postwar outlook p Dividend safe. 















(a) Not applicable due to prior obligations. 
Ja-Year ended January. 


Ma-Year ended March. 


d-Deficit. * Actual pape earnings. 


neltaik ended July. 
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fairly well stabilized aided by 


Long-term growth prospects good despite possible nearby sales 
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Outlook for Farm Equipments 
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1943 by heavy quota restrictions. 


BY EDWIN 


The farm machinery stocks possess greater-than-average 
leverage, and enjoy wider price swings than the market 
asa whole. The group moves about twice as fast as the 
al-industrial stock average, and over a period of years 
has done much better than the industrial average. In 
1932 the farm group stood at 15 compared with 29 for 
all industrials, whereas now it is at 108 compared with 
5: ae 

The farm equipments are popular marketwise inas- 
much as the companies are carrying on both peace and 
war activities. The transition to a peacetime basis will 
thus present fewer problems to these companies than 
to the automobile industry or to other branches of the 
equipment business. There will also be a large foreign 


‘demand for farm equipment, probably aided by UNRRA 


expenditures. It appears generally agreed that instead 
of feeding the world for an indefinite time, the most 
practical policy is to help them feed themselves, which 
will mean rehabilitating their farm equipment. 

The farm implement industry was handicapped in 
In November 1942 
production of new equipment was limited to one-fifth 
of the 1940 level, although production of repair parts 
was stepped up to 130% of the 1940-41 average output. 
Later, however, the industry was given an AA-1 priority 
rating, allotments of steel were increased and manufac- 
ture of new equipment was doubled (with repair parts 
raised to 160% of 1940-41). However, difficulties over spe- 
cial steel requirements (particularly bearings and malle- 
able castings) prevented the industry from taking full ad- 
vantage of the new order. 


A. BARNES 


Beginning July 1, 1943, production allowables for 
the coming twelve months were fixed on individual items 
rather than on an overall basis, ranging from 23°% to 
150% of the amount produced in 1940 or 1941, which- 
ever was higher. ‘The new order apparently again 
doubled the total output in terms of 1940, raising it to 
80%. It also gave farm equipment a better priority 
rating—the highest for civilian goods—and greatly facili- 
tated manufacturers’ ability to obtain steel and other 
raw materials. Evidently the government realizes that 
agriculture was handicapped last year by the numerous 
arbitrary rules for production and allocation of farm 
machinery. While there will still be difficulties in 1944, 
the rules have been considerably improved. ‘Trade 
opinion is that the industry will be able to meet go% or 
more of its quotas for the twelve months ending June 
go. Current discussions indicate that next year’s quotas 
may be even larger. 

Of course the industry has been “filling in” with arma- 
ment work in order to maintain production, but profits 
on such business are smaller than on farm business. 
While it is unsafe to generalize, earnings probably aver- 
aged a little lower last year (the fiscal years of most com- 
panies end October 31). Minneapolis-Moline and Oliver 
Farm Equipment, the first two companies to report for 
1943, Showed modest gains, but preliminary estimates 
for Harvester and Deere are below 1942 (Case may do a 
little better). 

As the industry still has a very substantial volume of 
war work, the combination of this program with in- 
creased production of farm (Please turn to page 588) 

















Position of Leading Farm Equipment Stocks 





Net 1936-39 1936-39 1943 
Book Quick Avge. 1942 1943 Average Divi- Invest- 
Value Assets Net et Net Dividends dends ment Market 
Company PerSh. PerSh. PerSh. PerSh. PerSh. PerSh. Paid Rating Rating COMMENT 
(a) (a) (a) 

DNGNERDS. . <./Adivioletroleiedceuaeee se $46.00 $29.80 $2.03 $2.34 $2.50E $0.94 $7.00 C+2 Y Financial position strong, and recent four-for-one split-up 
may stabilize price fluctuations. Stock is relatively high com- 

= pared with past range, but post-war prospects appear good. 

Deere & Co...... ABER OCCECECOOCL 32.03 22.70 4.48 3.51 3.40E 1.03 2.00 B2 Y Stock sells at lower price-earnings ratio than Case and Harvester. 
Company is second largest producer; strong dealer organization 
in S. and Canada. Tractors and tillage lines account for 

=a _ 80% of sales. Finances strong. 

International Harvester............. 77.48 48.20 3.90 495 4.25E 2.56 2.50 B2 ¥ Largest company in the industry; stock has best investment 
rating, with 26 years’ dividend record. Recovery of foreign 
business should prove an important earnings factor; company 

= as 7 has $50,000,000 invested abroad. 

Minneapolis-Moline.............. 6.95 4.03 0.18 1.34 1,42 None None C2 ¥ Despite very rapid growth of sales, earnings have been highly 
irregular, and there are $37.63 arrears on the preferred stock. 
However, there is no funded debt, and current position has 

SS ; Poem eer improved. 

Oliver Farm Equip......... weneeve 76.72 55.50 3.03 4.87 5.26 None 2.50 C+2 Y The Company has a small bank loan but no preferred stock. 
While there were continuous deficits in 1930-35, earnings have 
gained sharply and dividends were paid in past three years. 

zz aaa rons Working capital greatly improved. 

(a)-Year ended October 31. E-Estimated. 
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Tre rail equipments present a mixed picture market- 
wise. While Pullman, American Locomotive, Baldwin, 
and some others are selling near their 1943-4 tops, oth- 
ers such as Poor and American Car & Foundry are well 
below their highs. The locomotive stocks have doubt- 
less been stimulated by reports of huge military and 
postwar demands for their regular equipment, permit- 
ting immediate transition to a “peace” basis. 

The rail equipments, as a class, follow the extremes 
of the business cycle, since buying of new railroad equip- 
ment dries up almost completely during periods like 
1931-4 and 1938. Where a fairly generous amount of 
senior securities have been issued, as with Pressed Steel 
Car, earnings are apt to fluctuate very widely and the 
common stock is definitely in the speculative class. On 
the other hand, those companies which have been able 
to lease their equipment, to diversify operations, or to 
accumulate a sizeable backlog of cash and securities, 
have been able to pay dividends without interruption 
regardless of business conditions. Stocks of these compa- 
nies—Pullman, Westinghouse Air Brake, American Brake 
Shoe, General American Transportation,- and Union 
Tank Car—have thus achieved investment standing. 

The industry has, of course, been active in varying 
degrees in the manufacture of war equipment and mu- 
nitions, but unlike the automobile industry it has 
been able to “keep its hand in” with its regular lines, 
due to the necessity of maintaining transportation effi- 
ciency. Because of the fact that equipment had deteri- 
orated in the slack 1930s, and has been used very in- 
tensively during the wartime period, there will of course 
be a substantial backlog of demand in the immediate 

ostwar period. It is estimated that over 40% of our 
eight cars have passed the age-limit assumed to repre- 
sent useful life (as indicated by average ICC depreci- 
ation rates). Some 49% of locomotives are also obso- 
lete, being over twenty-seven years old, but normally a 
large part of the obsolete engines are used for duty on 
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A Pennsylvania Railroad Freighter. 


TRAVIS 


short-haul divisions or routes where traffic is light. 

The present period of cheap money rates and high 
railroad earnings should tempt the railroads to buy 3 
substantial amount of new equipment after the war, 
both for normal traffic demands and to replace obsolete 
items, but the amount of this demand cannot necessar- 
ily be gauged by the amount of obsolete equipment. 
The extent of the construction program will probabl 
be governed somewhat by industrial activity in the im. 
mediate postwar period. However, the government 
will have large stock piles of metals which it may be 
willing to sell at bargain prices to rail equipment com- 
panies and if part of these cost savings are passed along 
to the railroads this may tend to stimulate new orders. 

At present the locomotive companies appear to have 
advantage over the car builders, but this condition may 
prove short-lived. Present military demands for loco- 
motives, together with European reconstruction de- 
mands (it is reported that Russia may want ten thou- 
sand engines, nearly one-quarter of our entire number 
in service) may keep the companies busy for a year or 
two, but it seems doubtful whether normal United States 
postwar demands for locomotives will be as heavy as for 
freight cars. Increased profits during the period of high 
taxes will be less beneficial than in future years. 

Most of the near-term domestic demand will probably 
be for diesels (unless the fuel oil situation remains un- 
favorable), especially for switching and long-haul use, 
where the diesel has amply proved its efficiency. To the 
extent hat postwar buying is concentrated in diesels, the 
established companies—American, Baldwin and Lima- 
will have to divide the business with newcomers, such 
as Electro-Motive Corp. (subsidiary of General Motors). 

A fairly substantial number of locomotives has been 
purchased in recent years—in fact the average for the 
three years 1941-3 almost equalled the 1929 figure, and 
considerably exceeded the output for any of the years 
1930-40. A large majority of these, however, were dies- 
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els, so that steam locomotives averaged only about one- 
third of the corresponding 1929 figure. Since WPB 
authorizations are necessary before steam locomotives can 
be built, this tended to limit 1943 business. About 434 
steam locomotives were built during the year of which 
only about 79 represented orders placed during the year. 
Most of the orders were placed during the first half and 
due perhaps to the accumulated backlog only 67 steam 
Jocomotives were authorized and ordered during the 
second half. 

Orders for freight cars reached fairly high levels in 
1936 and 1941 but dropped to lower levels in 1942-3. 
Nearly 40,000 cars were ordered by the railroads in 
1943 (Government orders are not revealed) of which 















63% were issued to contract car builders and 37% 
to company shops. The number of cars actually built 
was somewhat smaller, 32,726, which was only about 
half the previous year’s amount and far below the 1941 
figure. The building program for 1944 is forecast at 
around 50,000 units, plus whatever is needed for mili- 
tary uses. Thus the car builders will be able to make 
a further switchback to their normal business lines, 
though not to,the same degree as the locomotive build- 
ers are doing. It is probable, therefore, that the freight 
car companies will enter the postwar period with a big- 
ger backlog of potential demand than the locomotive 
companies—unless the huge Russian order actually ma- 
terializes. (Please turn to page 584) 
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Net 1936-39 1936-39 1943 
Book Quick Average 1942 1943 Average Divi- Invest- 
Value Assets Net Net Net Dividends dends ment Market 
PerSh. PerSh. PerSh. PerSh. Per Sh. Per Sh. Paid Rating Rating COMMENT 
American Brake Shoe......+. $38.44 $12.10 $2.60 $3.92 $3.88 $2.06 $1.80 B1  Y Dividends for 42 years; strong financial condition. Business 
well diversified, rail products only half the total. Due to invest- 
ment rating, stock sells higher than most others in relation to 
earnings. 
Aner. COPE TI ok vcceessscess 74,32 (a) d3.50 5.05 5.10E 0.06 4.00 C+2 x Second largest builder of freight cars. Earnings highly irregular, 
following industrial cycles which determine rail car purchases. 
Common dividends d 1943 following litigation with 
preferred stockholders. 
Amer. Locomotive........-..--. 9.59 (a) d1.58 3.37 6.00E None 0.50 C+1 x Also highly cyclical; preferred arrears cleared up in 1943 recap 
plan, with small payment on common. Transition from war work 
k to locomotives may help profits. Russia wants 10, 
locomotives after the war. 
at. Baldwin Locomotive..........-. 37.09 8.42 1.05 4.23 5.00E None 1.50 C+1 x Earnings erratic but currently large in relation to price. Important 
id hi h investments in Midvale and General Steel Castings (preferred 
g arrears of latter not yet taken care of). Immediate post-war 
» buv a prospects good, long term outlook dubious. 
he Wal, Gener. Amer. Transp.........--- 63.02 (a) 3.53 3.27 4,00E 2.78 2.25 B2 ¥ Company's car-leasing business insures steady earnings, explain- 
»bsolete ing 25 years’ dividend payments. Financial position sound. 
Cc y also important car builder and has entered armament 
ecessar- oe ee field. 
IPMENLE Gener. Rwy. Signal...........-- 20.08 10.00 0.31 2.45 2.30E 0.43 1.25 C+2 ¥ Company has only one important titor—they devide 
robabh the b and i ge patent rights. Earnings have been 
DN irregular but sound fi ave permitted fairly steady divi- 
the im- dends. 
CNMENEF Lima Locomotive............++. 58.05 39.70 d0.11 6.47 7.00E 0.63 2.00 C+1 X Despite some diversification through industrial products, earni 
mav be have been erratic. Present big i may ti through 
" 1944-45. Stock fl widely, speculative appeal limited 
It com: at current levels. 
1 along WY, Alrbrcke.........0..000 35.30 12.41 218 402 3.83 1.44 2.00 B3 Y —_No bonds or preferred, but ings and dividends irregular 
orders due to small cash backlog ood busi seems assured for 
y next two years. Stock resonably priced, but long pull appeal 
to have limited. 
ON Maye Poor & Co. "B” 11.91 (a) 0.46 1.44 1.00E None None C3 Y Class B stock has poor record—no dividends since 1930, but 
r loco- arrears on A stock now cleared up. Company does a worldwide 
business in track supplies, etc. but appears over-capitalized, 
on de: with cash resources moderate. 
1 thou- Pressed Steel Car............4.. 7.81 91 0.87 2.17 2.50E 0.06 1.00 C1 ¥ Third largest freight car builder. Senior securities make earning 
1um ber and price range of common highly fluctuating. Stock offers 
high yield and low price-eamings ratio; cash position much 
year or improved. Conversion of preferreds would dilute common 
moderately. 
Co _—_—_aa ee eee 
; as for S| REC CIOL 59.90 30.70 1.63 2.88  2.75E 1.66 3.00 Az x Hugh cash resources (now $112,000,000) have permitted long 
dividend record. One subsidiary is biggest car builder in 
f high world, other operates nearly all U.S. sleeping cars. Now heavily 
c in war business. May distribute sleeping car stock. 
Obably = Superheater Co..........+--+++- 17.98 8.88 1.06 1.72 92.10E 407 1.20 C-+1 Y Business diversified in rail, utility, industrial and shipbuilding 
. ? fields, receives license royalties. Earnings fairly steady and 
ins un- dividends protected by income from security holdings. 
ul use, Symington-Gould............+-. 7.40 2.74 0.59 0.60 .50E 0.21 0.50 C2 Y Earnings, dividends irregular. Business largely heavy rail castings 
To the for new equipment, now making tank armor and other war 
products. Market record unimpressive. Imp d cash positi 
Is, the and high yield may afford some appeal. 
Lima- RIO EOE CONS osc. crececcs veces 34.03 10.30 1.67 2.51 3.00E 1.35 2.25 B1 ¥ Largest lessor of tank cars, benefitting by big demand for oil- 
; such gasoline. Formerly division of Standard Oil. 30-year dividend 
? record, attractive yield. Restoration of ship competition after 
fotors). war might affect earnings moderately. 
s been Westinghouse Air Brake......... 16.14 10.20 1.25 1.33 1.42 1.06 a Y Strong cash position explains 49-year dividens, despite rather 
or the erratic earnings. Price-earnings ratio fairly high, yield moderate, 
due to investment caliber. Good business seems assured for 
e, and 1944-5, 
: years (A)-None available, because of excess senior capitalization. (d)-Deficit. E-Estimated. ap—Year ended April. 
e dies- 
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Electrical Equipments 





B USINESS in the making of electrical goods has con- 
tinued at a high rate and it has promise of holding up 


well during this year, if the war lasts through it. ‘The 
armed forces and war plants require large quantities of 
electrical supplies and a certain amount of them is being 
turned out at present for civilian use. Many others of 
these products are not available for civilians, however, 
nor have been for two years, and therefore a large accu- 
mulated demand exists which will mean large orders 
when hostilities cease. 

Among the items for which the largest civilian de- 
mand is expected when the war is over are electric re- 
frigerators, vacuum cleaners, radios, toasters, electric 
irons, washing machines and similar items which have 
been out of production for civilian use, or on a very 
small-scale output. There are many other items which 
this industry makes, such as insulators, switches, small 
motors, electric fans, etc., which can be expected to be 
in demand after the war because of either a lack of new 
supply, or to stock up inventories. 

While electric lamps have been available for general 
use during the war, the supply has not covered some 
sizes and styles, and this is a department which is always 
busy with replacements. After the postwar building 
boom gets under way, also, there will be millions of lights 
needed for the new homes, public buildings, etc., as well 
as a lot of wiring, and many other electrical items. A 
vast amount of electrical goods goes into motor cars, and 
that industry is looking forward to several years of great 
activity in the postwar era. 

Heavy goods, such as electric hoists, turbines, etc., may 
be in less demand in peace times than during the war, 
but, as a whole, the industry can look forward to a long 
period of activity and profits following the war’s end. 

General Electric and Westinghouse Electric Manufac- 
turing, the first and second in size in this industry, prob- 
ably turn out a larger proportion of their total output in 
heavy goods than most others in this field, yet both of 
them also have very large production in the items for 
which the greatest demand is looked for after the war: 
electric refrigeration, radios, television sets, electronics 
devices, vacuum cleaners, electric furnaces, electric 
ranges, household equipments (toasters, mixing utensils, 
electric irons, and a score of other things). Also both are 
among the world’s largest makers of electric lights. Added 
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to these items will be the millions of tubes needed 
to replace those in the existing radios throughout 

the country. 
Business booked by General Electric in 1943 was 
$1,360,643,000, which compares with the 1942 total 
of $2,003,039,000, but at the beginning of 1944, 
there was enough business on hand to insure ca 
pacity operations through the year in most departments 
A very large proportion of this business was in war goods, 
including shells, a number of detecting and locating de. 
vices (in addition to radar), gun mounts and the many 
ordinary electrical goods which the armed forces use in 
much the same manner as civilians do. Earnings have 
not been large, however, and the $1.40 dividend rate 
has been covered with only a small margin in the past 
three years. The outlook for 1944 is for little change, 
but after the war, it is to be expected that General Elec 
tric will again be able to approach some of the better 
years when income was at and above $2.00 a share. On 


28,845,927 shares of no par value stock, it takes a lot of| 


money to show that much per share. The stock has a 
definite investment status, and in bull markets, moves 
fairly well on the advancing side, but not as fast actually 
or in proportion as many others in this group. 

Westinghouse Electric is not handicapped by such a 
very large amount of stock, and it has a greater measure 
of market action for that reason. Its capitalization con- 
sists of $20,000,000 in funded debt, 79,774 shares of 79% 
participating preferred, par $50, and 3,126, 580 shares 
of $50 par common. On this capitalization, earnings 
have exceeded $8 a share in some of the better years, 
while preliminary figures for 1943 indicate near to $7 
a share. he common and preferred participate equall) 
after each has received $3.50 a share in any year. The 
recent rate of $4 is expected to be continued, with some 
rise in the payment looked for after the war, if earnings 
come up to expectations. Westinghouse is in practically 
all lines of the business, including the making of elec 
trically operated locomotives, jointly with the Baldwin 
Locomotive Works. 

Allis-Chalmers Manufacturing Company is really in 
several industries, of which one of the most important is 
a wide variety of electrical goods. Another branch on 
which there are excellent possibilities for larger business 
after the war is farm machinery. The heavy products 
of the company may not fare so well as they have been 
during the war period, but a generally good outlook is 
held for heavy electric motors and generators. ‘This com- 
pany has had a good earnings record in recent years. A 
larger part of its work has been in war goods, and a 
period of several months may be necessary in some of its 
many departments in converting the plants to peace time 
work when the war is over. Since 1936, earnings have 
averaged about $3.50 a share annually, but the directors 
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ave put a large part of the earnings back into the prop- 
rties, excepting in 1937 when the dividend was $3.50 a 
hare. Since then, the largest payment in any year was 
$1.50, with $1 to $1.25 in several. The stock of the com- 
pany consists of 1,776,092 shares of no par value. It is 
preceded by $15,000,000 bonds, while some large tempo- 
ary borrowing has been undertaken in connection with 
war orders, with indications that it will be paid off as the 
ompany receives funds for the goods delivered to the 
Government. 

Chicago Flexible Shaft has had an exceptional earn- 
ings record for a number of years. Income was fair, even 
in the early 1930s, and starting in 1935, the company 
showed a very good record, with $3.72 that year and 
above $5 a share in every year since. ‘The best figure 
was $8.80 a share in 1939. “The company’s title is derived 
from the flexible shaft machines used for sheep-shearing 
and clipping the fur of other animals. It is a business 
which seems to be active in all kinds of economic cycles. 
A completely different activity of the company has been 
developed in recent years, including the making of gas 
and oil ovens, furnaces, and a wide variety of household 
electrical items such as irons, toasters, percolators, mix- 
ers, etc., and there are many other items made including 
electric shavers and various types of hardware. The post- 
war outlook for many of the company’s products appears 
to be bright and the earnings and dividends should hold 
ata high level. The payments in every year since 1936 
have been $4 a share or more, with $6 paid in two years. 
The capitalization is small, consisting of 179,917 shares 
of $5 par capital stock, with no bonds or preferred. 

Square D Company is another one of this group which 
makes a large variety of different things, but the majority 
of them are connected with the electrical business. These 





range from small fuses to switchboards. A number ol 
controller, switch, signal and other instruments are 
among the products. Square D had a good income rec- 
ord before the war, but its earnings increased greatly in 
the past three years as a result of Government orders, 
reaching $7.73 per share in 1941 and holding close to that 
figure in the past two years. Dividends have been con- 
servative, with much of the increased income in the war 
period retained by the company. The company has no 
funded debt and only a small issue of preferred stock 
ahead of the 421,360 shares of $1 par value common. 
Sylvania Electric Products, Inc., has been in business 
since 1901, with several changes of name through the 
vears. It has been before the public only during the past 
few years. The company was originally mostly in the 
electric lamp business, but has added several other lines 
in recent years, the most important being in electronics 
devices and radio tubes. In the 1939-1943 period, the 
earnings have been fair, averaging about $1.85 a share 
annually. It is believed that active development olf sev- 
eral new items will be started after the war, and peace- 
time applications are found for some of the equipment 
now being made for war use. The company has $4,000,- 
ooo funded debt, also a V loan to carry its Government 
contracts. There is only one class of stock, with 854.474 
shares of no par value. Dividends of $1.25 a share each 
have been paid on the stock during the past four years. 
Emerson Electric Manufacturing Company was mostly 
known as a maker of small motors for electric fans and 
household appliances until the war started. Then, it 
secured a large volume of government business and its 
sales increased many fold during the past two years. The 
postwar outlook for business seems promising, as this 
company has specialized in (Please turn to page 583) 





POSITION OF LEADING ELECTRIC EQUIPMENT STOCKS 








Net 1936-9 1936-9 1943 
Book Quick Average 1942 1943 Average Divi-  Invest- 
Value ssets Net Net Net Dividends dends ment Market COMMENT 
Company PerSh. PerSh. PerSh. Per Sh. Per Sh. Per Sh. Paid Rating Rating _ 

AllisChalmers Mfg........... $41.93 $46.50 $2.73 $4.05 $4.00E $1.94 $1.25 B2 Y Postwar demand for farm machinery should supplement good 
electrical goods business; Expect higher dividend than $1.25 
in 1944, 

Apex Elec. Mig...........+5. 98.79 20.07 9.06 1.84 200E 0.46 1.00 C+2 Y Large accumulated demand developing for washing machines 
and vacuum cleaners. $1 dividend indicated this year. 

Black & Decker Mfg... . 20.77 12.50 2.00 2.97Se 3.22Se 0.81 1.60 C-+1 ¥ Postwar demand looked for on large scale for electric tools in 
building and motor trades. Dividend rate should be maintained . 

Chicago Flexible Shaft......... 36.95 25.22 7.23 6.34 j 6.42 4.53 4.00 B2 Ww Steady demand for electric clipping and shearing machines may 
be expected; other lines promising; $4 rate seems secure. 

Cutler-Hammer Laccareleeleateleatis 14.60 7.49 1.21 2.29 3.00E 0.84 1.23 ¢-+1 Y Meters, controls and motor starters should continue in active 
demand. $1.25 payment looked for in 1944. 

Electric Storage Battery........ 40.56 27.29 2.06 3.12 2.75E 2.31 2.00 B3 Y Postwar motor car boom should result in large demand for 
batteries. $2 dividend looked for. 

Emerson Elec. Mfg............ 9.20 7.86 —- 1.57Se 2.01Se — 0.50 C+1 Y Prewar earnings low but company has had great increase in war 
period; small motor and special products outlook good; 50c 
dividend indicated. 

General Electric............+. 13.67 6.07 1.53 1.56 1.60E “1.55 1.40 A2 ¥ Continued leadership in industry expected; postwar outlook 
good for all but the heavier products; business for war goods has 
passed the peak. No change in dividend expected in 1944. 

Master Electric...........+4-. 16.41 21.87 2.53 2.95 3.50E 1.47 1.40 B2 Y Leading maker of motors for household appliances; earnings 
outlook promising; may increase $1.40 rate. 

McGraw Electric..........+++ 10.12 6.97 2.35 2.11 2,00E 1.37 1.50 B2 Y Leader in small home appliances, also makes fuses, lamps, etc. 
Postwar prospects promising; may not pay as much in 1944 as 
1943. 

Me DY CO. - fescceseecccses 18.72 12.39 “9.60 TA 6.00E 1.68 2.00 B3 : Y Continued large d d indicates for switches, controllers, 
fuses, insulators, ete. May increase $2 dividend rate. 

Sylvania Elec. Prod..........+- 13.25 12.38 me 1.97 1.50E a 1.25 C+3 Y Developing electronics, radio tube and lamp sales holds good 
outlook for higher earnings after the war. $1.25 dividend 

indicated. 

Westinghouse Elec. & Mfg..... 84.09 52.82 5.86 5.92 6.97 4.37 400 A2 Y Second largest, but a leader in some lines. Earnings expected 
to hold at high rate and $4 dividend seems assured. 

Weston Elec. Inst..........0.. 27.21 26.19 1.86 4.59 5.00E 0.84 2.00 B2 Y Telephone and motor car trades expected to be heavy buyers of 

- specialized products after the war; earnings outlook good; $2 
dividend seems secure. 
ae Se-Year to September 30. __E-Estimated. aE AT 
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Nor so long ago, the office equipment industry, due 
to its preoccupation with important war work, was sin- 
gled out as a likely laggard in reconversion but today, 
this outlook holds no longer good. Munitions work is 
still heavy, accounting for the bulk of output, but re- 
cently has entered a declining phase in line with pro- 
duction shifts dictated by changing war requirements. 
On the other hand, restrictions on normal line output 
were markedly eased. The specific production quotas 
under which the industry had been manufacturing regu- 
lar line equipment were eliminated on December 31, 
1943 while at the same time, amendments to existing limi- 
tation orders have liberalized output and sales. Under 
the new arrangements, the industry is permitted to make 
quota-based sales to civilians, for the most part without 
WPB authorization, and all restrictions on the disposal 
of used equipment have been lifted. 

In order to meet urgent Government and war plant 
requirements, typewriter production has been revived on 
basis of 9% of pre-war output, for a seven-month period 
through March 1944. Smith Corona and Remington 
Rand recently resumed operations on this basis. Further 
extension of production of typewriters and other cur- 

-rently banned office equipment will largely depend on 
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availability of manpower. Should munitions deman¢ 
contract beyond current indications, larger scale produ¢ 
tion of office equipment for civilian use might easily fol 
low. Generally speaking, output of numerous types ¢ 
office equipment is already close to a normal basis ilfamer s 
many cases and the industry is thus fairly well along o 
the re-conversion road with one exception. Cash regis 
ter production is still banned which limits early recon 
version prospects of National Cash Register Co. despit#-—— 
steady expansion of production of accounting machine _— 
under liberalized output quotas. With most other com 
panies, normal line output should henceforth increas 
in proportion to war work but the latter, for some tim 
will still predominate. The gradual shift back to regyj—— 
lar production, affording wider profit margins, shoulfP#e'* 





ing the period of partial reconversion. 
Since liberalization of production has thus far no 
benefited civilian customers, most companies continue t 
obtain large revenues from rebuilding and servicing ¢ 
equipment, and from supply sales. Rentals, an im 
portant factor in industry income, also continue at hig! 
levels, adding importantly to current earnings. 
Post-war prospects are prom- (Please turn to page 584 















































































ese e e * Cluett P 
Position of Leading Business Equipment Stocks 
1936-39 1936-39 
Book NetQuick Average 1942 Est. Average 1943 Invest- Collins 
Value Assets Net Net 1943 Net Dividend Divi- ment Market COMMENT 
Company Per Sh. Per Sh. Per Sh. Per Sh. Per Sh. Per Sh. dends Rating Rating 
Add graph-Mult h. 13.52 5.53 1.72 2.18Jy 1.50 1.17 100 C+2 Y Major part of sale continues in normal lines and income fr Continer 
repairs and maintenance work remains sizable pointing to wel 
maintained pre-tax earnings. Dividend safe. Further seculd 
growth indicated post-war. Cont'l. E 
Burroughs Adding Mach... 6.76 5.23 1.00 0.90 0.85 0.88 0.60 B2 Y Normal line output henceforth should average slightly higha 
while Govt. orders still large. Well maintained earnings antiig —— 
pated and maintenance of dividend likely. Crown C 
Internat. Bus. Machines.... 52.85 (a) 10.47 8.77 9.00 6.37(b) 6.00(b) A2 Y Income from rentals and new production continues substantit 
and earnings should at least be maintained. Dividend secutt 
Finances sound. Growth possibilities exist. Dresser | 
Nat. Cash Register........ 24.07 1490 1.71 1.93 2.00 1,06 1.25 B2 X War output still ding and backlogs large, same ti 
liberalized production quotas for normal lines should make Electri 
further earnings growth. Dividend safe, peace prospects gooipeectric | 
Remington Rand.......... 6.46 5.16 1.35 2.00Mr = 1.75 1.66 100 C+2 Y Regular output for Govt. and war plant uses substantial, some ti 
priorities eased for resumption typewriter production. Over Endicott 
a volume should continue around peak. Dividend held sa 
Royal Typewriter......... 35.09 22.76 6.08 8.23 Jy 0.25(e) 2.69 (c) B1 x Volume and earings in uptrend and 15c¢ quarterly on ni 
stock should be maintained. Capacity operations indicalt@Gaylord 
as war orders centering aircraft engine parts. Peace outl 
promising. oe. 
Underwood-Elliott-Fisher.. 35.92 28.17 4.18 3.04 3.75 2.97 2.50 Ai Y Munitions output accounts for major part revenues but norm™General 
line production increasing and large repair and maintenance bi 
iness bolstering profits which may rise moderately. Dividend sa 
Smith (L. C.) & Corona.... 23.41 17.12 2.42 3.57Je 3.75 1.03 2.00 B1 x War output declining but ted for by i ing ty a 





writer production permitting somewhat better margins. Moder 
i gain indicated. 50c quarterly should be maintained 








(a) Not applicable dee to prior obligations. (b) plus 5% in stock. - 
(c) paid 300% in stock on $1 par shares and $2.50 cash on old no par shares. 


(e) on new shares, preceding year's earnings 6c adjusted on new share basis, 
Jy-Year ended July. Mr-Year ended March. Je.-Year ended June. 
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es e e e 
Position of Miscellaneous Companies 
Net* 1936-39 1936-39 1943 
Book Quick Average 1942 1943 Average Divi- Invest- 
Value Assets Net Net Net Dividend dend ment Market COMMENT 
Company PerSh. PerSh. PerSh. Per Sh. Per Sh. Per Sh. Paid Rating Rating 
marnrangAmerican Can.....seeeees $53.78 $26.15 $5.86 $4.03 $4.22 $4.50 $3.00 Ag? ¥ War work has offset lost civilian d 
Postwar outlook good. Dividend of $3. oO ichteated : 1944. 
Amer. Chain & Cable...... 18.66 13,33 213 457 5.00E 1,21 2.00 C+1 Y Civilian shortages of chains and other specialized products 
and postwar motor car use of them hold promise, expect $2 
dividend. 
Amet. Hide & Leather..... 6.07 7.26 D.0.09 1.04Je 0.78 Je —~ oe C3 ys paren is marginal but foreign competition pm upper shoe 
demant leathers not expected for some time after war ends. 
: produg Amer. Home Products..... 15.10 19.55 417 4.88 5.00E 2.56 265 A2 Y A steady demand for drugs, cosmetics, toothpaste, etc., indicated 
asily fol in war and after it; vitamin products added; dividend of $2.40 
types . — ; . ; ; plus extras expected ets 
basis ifamer. Safety Razor........ 14.93 914 1.99 9.75 3.00E 1.79 1.00 Bt Y Demand for blades and shaving supplies at highest levels, 
along 0 postwar outlook favorable, $1 dividend indicated. 
ish a Amer. Type Founders...... 17.26 13.05 0.26 1.42Mr 3.82Mr — 0.50 c+ x Bonds and bank loan retirement puts stock in strong position. 
ly recon Postwar outlook good. Dividend may be increased in 1944 
. dea———_—_____—— ——— SESE 
wach Archer-Daniels-Midland.... 57.02 36.17 2.93 5.68Je 7. STJe 1.84 2.00 B81 x Linseed oil, soybean products and flour business continue 
active. Dividend of $2 may be increased in view of large 
her com income 
increag, |. baie Jaci ae ee a aoe Stages Fa o 
i cicensweeeveebc 14.57 6.96 D.0.09 1.07 1.10E _- 0.55 C+2, ¥ Demand for carpets and rugs expected to 4 yy lrse after 
me tim war ends. At least 50c dividend expected in 1 
to To — aaa ina eae — , 
. shoul PUNE S ocicncaendee 15.17 9.56 3.35 4.09 4.02 2.50 1.90 Ag? Ww Cosmetics, toothpaste and other items in big demand, with 
‘ earnings and dividend outlook favorable in postwar period. 
nds da —$—__. : wreee eats . 
MIR soi oviceeeeee es 53.20 54.90 2.44 4.750c 4.930c 2.43 2.00 B1 Y Rationing of shoes has not hurt earnings due to government 
far nol orders, and a large accumulated demand exists. 
BEER Cipler css oaccbeiciececec 4.51 13.47 0.17 1.330c¢ 1.730c¢ --- — c+ Y Postwar plans for great expansion in activities both in air con- 
yicing 0 ditioning and refrigeration; early dividend possible. 
an i SN Fae ueenine cae me 18.55 2416 1.95 4.15 3.00E 1.06 2.00 B3 Y Great promise from plastics and chemicals as well as the normal 
» at hig! rayon fabric and yarn business. $2 dividend indicated 
age «8 Champion Paper & Fibre 36.95 25.45 1.37 4.35Ap 3. 63Ap 0.90 1.00 B3 ¥ Shortages may cause small loss in book paper business but 
SE 5%4 $2 dividend seems secure for this year; postwar outlook is 
favorable. 
treo meme alk See i : oad ra a eT aes a S! 5 ate 
Cluett Peabody........... 21.05 26.60 2.01 3.64 3.03 1.48 2.00 B3 ¥ A large business in collars and shirts for returned service men 
is expected after the war; dividend of $2 indicated. 
Collins & Aikman......... 26.21 19.13 3.31 1.09Fe 2.00Fe 2.42 _ B1 x War conditions caused a sharp decline but ee in 
recent months to postwar p 
income fromcontinental Can........... 38.19 24.93 2.78 2,11 1.81 2.56 1.000 A3 Y War busi offsets ials for 7 trade. 
nting to wi Aloud outlook dle He SSividend a 19. 
ther seculge ———————_____ - -- —-- - —__—— een 
Cont'l. Diamond Fibre...... 14.28 ye 0.48 1.65 1,50E 0.84 0.85 c+2 ¥ Insulation and plastics demand should hold at high rate, 80c 
or more expected to be paid in 1944 
Crown Cork & Seal......... 40.30 29.68 2.68 2.74 2.60E 1.75 0.75 B3 Y Restrictions on bottle caps may cause further small decline 
in income but postwar outlook very good; $1 dividend expected. 
Dresser Manufacturing. ..... 28.90 1562 —— 5.130¢ 5.530c -_- 2.00 Bi ¥ Large earnings in past two years in oil pipe line demand; an 
increase above $2 dividend rate possible, this year. 
MIC BOM. occceccsceees 16.97 17.31 0.88 3.86 3.50E 0.60 1.25 C+3 Z Good business in war times may be followed by severe drop not 
otsiad after war ends; dividend of $1 likely this year. 
Endicott Johnson.......... 87.31 78.94 2.68 4.88Nv 4.80Nv 3.00 3.00 B2 Ww Government orders for shoes offset nena rationing; earnings 
i and dividend outlook good for postwar steam 
rly on ni : : aa eas GES. — ee ae 
ns indicaliGaylord cut: CeRRECOCC 16.20 8.88 —— 1.82 1.50E —_ 1.00 C2 Zz Heavy d d for contai ti Good postwar demand, 
pace outl $1 dividend indicated. 
; but norm®General Bronze........... 10.23 5.67 D.O. 26 2.78 2.50E _— 0.60 C3 Z War work aided income but postwar “a only fair unless the 
fenance b metal powder development proves profitable: expect 60¢ 
ividend dividend. 
easing typ. SS ee 5; J i P 
RABAGMEIOOR 5 00s veccccccecse. 25.84 21.64 1.82 1.600c 1,880c 1.40 0.90 C+2 ¥ Food business is good, especially butter substitutes; postwar 
maintained outlook promising for paints and varnishes; expect $1 dividend. 
en ae 
pasis, 
,. 
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Position of Miscellaneous Companies — Continued 


term — aeieeiaat favorable. 


COMMENT 


Hosiery business should improve in postwar era when nylon 
and silk can be obtained again; 50c dividend expected. 


| 


Men's hats should be in vane ep when the men are mustered 
out of the armed services; divid 50c i 








| 


ae 2 aiden gt led ron in 1944. 


active and prosperou:, 











Some may ile cted line to shortages, 
but earnings and per mors pr vid continue about unchanged, 





Postwar decline i in b 


ee 


; dividend unlikely. 


of imports from 











Commas nak demand for salt from many industries indicated) 
$2.50 dividend expected for 1944. 


cnniiain and specialized papers suffer shortages; postwar 
outlook emia $1.75 dividend seems secure. 


Drug store specialties and plastics business holds at high level 
no dividend change expected. Good cost control. Longer 





stooth paste, disinfectants] 
of material 


Cc d ane d for 
indicated; $1.40 dividend i 











restrictions lessening bitneritnd po voll 


No falling off in sales of paper cartons likely during the wa 





sane omnia panne for rugs and carpets developing] 


postwar outlook good; dividend might be shaded. Stock ha 
long-term speculative appeal. 


Flour bleaching - agin terials should to bring 
large profits, but Gadend may be protease as costs of operation 
increase. 





Wartime traffic aids company; some ean bus lines may 


be sold to city; small dividend expected. 


| 





Postwar demand of large size expected for paints and varnishes, 
but — term outlook less favorable; some dividend reduction 
possible 


Peace time ales poor ann new activities are june 


some dividends should continue during war. War-time earning: 


vulnerable to excess profits taxes. 


Mattress and spring demand after the war expected to be of large 
proportions; $1 dividend seems secure. Earnings should 
resume uptrend over longer term. 


{ 


$1.25 dividend indicated. 


and postwar outlook favorable; 
tl bly priced common 


00! gives r 
fair degree 7 attraction. 





nein nates: ry for in chemicals and fertilizers 
$1 dividend expected in 1944. Favorable price spread: 
aiding profit margins. 








improved fi 


Increasing earnings sa good prospects for postwar busines: 
indicate early dividend payment. ae earning powel, 
outloo’ 





ee ee ee eee oeee ee 





Earnings poor since 1937, postwar prospects fair; early dividend 
payment not likely. Now synthetic dye production hampered 
by war-time conditions. 





haldi jhilit 


Larger receipts from Reynolds Metals fer 
for higher dividend in 1944. Common lacks pac barring 
marked outlook improvement. 





Net* 1936-39 1936-39 1943 
Book Quick Average pe 1943 Average Divi- Invest- 
Value Assets et Net Dividend dend ment Market 
Company PerSh. PerSh. Per Sh. < Sh. Per Sh. Per Sh. Paid Rating Rating 
Gotham Hosiery.......... $5.92 $6.77 $0.25 $1.64 $1.23 _ $0.50 C3 Y 
Hat Corp. of Amer........ : 5.52 8.02 0.98 0.650c 75E 0.53 0.50 C+2 v 
A. Hollander & Son....... 14.88 6.49 0.97 2.54 2.75E 1.19 1.50 C¢-+1 ¥ 
Interchemical.............. 2747 §631.37 2.31 2.90 3.00E 1.29 1.60 B2 ¥ 
International Paper......... 35.02 31.24 —— 280 2.50E — — c+ Y 
International Salt........... 42.18 11.46 2.04 2.82 S:35E 1.87 250 Ag? WwW 
Kimberly-Clark............ 63.64 22.52 3.06 3.71 3.50E 1.19 1.75 B3 Y 
NS OEE EE 9.85 7.28 1.66 2.86 3.00E 1.75 2.00 B1 7 
Lehn & Fink Products...... 8.67 7.26 1.42 1.63Je. 3.22Je. 1.34 1.40 B1 ¥ 
Mohawk Carpet........... 33, 66 26.37 1.35 3.03 2.40 1.13 2.00 B3 
Novadel-Agene........... 7.80 6.32 3.42 2.82 2.00E 2.54 2.00 B2 Ww 
RE cchbch baw doanes 11.91 0.06 1.27 0.18 1.00E 1.07 0.25 C1 Y 
Pratt & Lambert........... 32.33 22.37 2.09 2.21 2.00E 1.79 1.80 B3 Y 
ere 13.40 7.29 0.42 3.54 1.52 0.25 1.00 C3  § 
SS, Ce 19.97 16.31 ass 2 2.00E 2.06 1.00 B3 ¥ 
Sethorlend DD a scaaa nek 24.30 8.66 2.46 2.57 2.86 1.47 1.25 B1 Y 
Tennessee Corp............ 22.91 5.99 0.60 1.36 1.60E 1.00 1.00 C-+1 T 
aed DOG. ...cccesevcee. 11.69 22.31 0.85 2.29 2.50E 0.31 — C+1 x 
United Dyewood.......... 1.26 15.37 0.93 0.20 .10E 0.75 _ C3 Zz 
United States Foil ''B’...... 6.52 0.03 0.47 0.27 .50E 0.35 0.30 C1 ¥ 
D.-Deficit. Nv-Year to November 30. 


Je-Year to June 30. 


Mr-Year to March 31. 
Oc-Year to October 31. 


Ap-Yearto April 25. 
Fe-Year to February 28. 
E-Estimated. 
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Steel After the War 


The consumption of steel has al- 
ways varied in accordance with the 
cyclical ups and downs of the coun- 
try’s total economic activity. Under 
peace time conditions, therefore, a 
graph of steel production would 
closely conform to the pattern 
shown by a graph of the Federal 
Reserve Board index of industrial 
production. There is no reason to 
suppose this relationsship will 
change in the future, though it is 
now greatly distorted. On the basis 
of past relationship, a well known 
research organization calculates 
that steel volume after the war 
would be around 67 million tons a 
year if the Reserve Board index is 
25 per cent higher than the 1935- 
This would be more 
than in any past peace year. Should 
the Reserve Board index be 50 per 
cent above the 1935-1939 average, 
steel volume — according to this 
projection ——- would be around 86 
million tons a year or about equal 
to 1943 output. Under peace con- 
ditions, selling price and costs prob- 
ably could be brought into more 
profitable allignment than now pre- 
vails. The conclusion seems pretty 
obvious to this column: If we have 
a high level of economic activity 
after this war, present pessimism 
on “heavy” steel shares will prove 
to have been unfounded. If we 
don’t have a high level of economic 
activity after the war, present op- 
timism on consumer goods stocks 
will prove to have been unfounded. 


Speaking of Steels 


Acme Steel Company, a maker 
of “light” steel products, is inter- 
esting in several respects. In the 
first place, it is among the stocks 
which have persistently resisted 








REET 





market reactions: since last July. 
Present price of 5514 compares 
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For Profit and Income 














with 1943 high of 57144 and low of 
414. In the second place, long 
term earnings and dividend record 
has been remarkable for a steel en- 
terprise. There were at least small 
net earnings even in the bleak year 
1932, when $1.20 dividend was paid; 
and lowest dividend was $1 in 1933. 
In the peace-time up cycle 1935- 
1937, net averaged $5.54 a share; 
and over the seven-year period 
1933-1939, the average net per share 








Stocks Currently Showing 
Greater-than-Average Strength 


Braniff Airw. Household Fin. 
Bower Roll. Bear. Kroger Gro. 
Col. Broadcasting W. Indies Sug. 
Del. & Hudson Pfeiffer Brew. 


Firestone Peoria & East. 
South. Pac. Pac. Gas & El. 
N. Y. Central Atlas Tack 
South. R’wy. Thatcher Mfg. 
Brewing Corp. Atchison 

Dixie Cup Atl. Coast Line 
Thompson Pro. Food Mach. 








was $4.38. Top pre-war dividends 
were $4.25 in 1936 and $4 in 1937. 
Present indicated rate is $3.50, 
which yields nearly 6.4 per cent. If 
we cited the record without the 
name, you would scarcely imagine 
this to be a steel company. 


Western Union 


This company recently retired all 
of the $12,563,000 owed to the Re- 
construction Finance Corporation 
by Postal Telegraph at the time the 
two companies were merged. But 
the stock is still decisively under 
previous highs. The company’s post- 
war potentials are far from clear. 
Much will depend on development 
or adoption of new techniques and 
devices in communication—and on 
competitive forms of communica- 
tion. 


Goodyear Tire 


Goodyear is making a lot more 
things for the armed forces than 
rubber products. So much so that 
its sale volume last year showed the 
exceptional gain of 68 per cent. As 
a result net income per share spurt- 
ed to $8.94 against $5.46 in 1942. 
However, it is open to question 
whether the conservative $2 divid- 
end will be increased. Working 
capital needs are very large. More- 
over, the 1942 reported net was after 
contract renegotiation; whereas 
$8.94 figure for last year was before 
completion of pending renegotia- 
tion. The ultimate adjusted figure 
for 1943 may prove materially lower 
than reported. 


Collins & Aikman 


This company, maker of upholst- 
ery fabrics formerly used cheifly in 
automobiles, was a “casualty” of the 
war but, as we have pointed out be- 
fore, has decidedly above-average 
speculative potentials for post-war 
recovery. The worst of the war pe- 
riod adjustment has now been put 
behind, in reflection of which fact 
the company has recently declared 
a 25-cent dividend, the first in two 
years; and has decided to retire, by 
lot, 10 per cent of the outstanding 
issue of 39,750 shares of $5 prefer- 
red stock. We first recommended 
this stock months ago when it was 
considerably under present price of 
2634, which compares with recov- 
ery high of 29. In good automobile 
years before the war earnings rang- 
ed as high as $6 to $8 a share, and 
the stock sold as high as 6634. For 
owners willing to be patient, we 
would say hold on; for would-be 
new buyers, we would say the stock 
is unlikely to “run away” any time 
soon and might quite possibly be 
bought somewhat lower ir reac- 
tions. 








































Companies Reporting 
Increased Earnings 


Caterpill. Trac. (a) $4.41 $3.76 
Dayton Rubber (b) 2.99 2.42 
Goodyear 8.94 5.46 
Un. Aire. Prod. (c) 3.39 2.70 
Tron Fireman 2.50 1.36 
Owens-Illinois 3.56 3.46 
West. Air Brake 1.42 1.33 
Bayuk Cig. 3.35 3.20 
Louis. & Nash. 18.13 16.59 
Acme Steel 6.09 5.21 
Am. Brake Shoe 3.38 3.22 
Am. Can 4.22 4.03 
Am. Tel. & Tel. 9.50 8.79 
Kan. City South. 3.94 3.33 
Mullins Mfg. 1.00 0.63 
Noblitt-Sparks 7.50 3.47 
Uni. Carbon 5.15 4.47 
Am. News 5.14 3.62 
Nor. Pacific 10.29 6.57 
Reliable Stores 2.47 1.61 


(a) 12 mos. Jan. 31, 1944. (b) Year 
to Oct. 31. (c) Year to Nov. 30. 








For What It’s Worth 

A recent poll of brokerage house 
market analysts showed the majori- 
ty looking for rally in the industrial 
average to 142-145 before the end of 
March, followed by reaction during 
the second quarter. The majority 
also guess that the war in Europe 
will end in September or October. 
All we have to say is that, while 
political polls are pretty accurate in 
forecasting elections, market opin- 
ion polls have never been too good 
foreseeing what the market would 

°. 


Aircraft Earnings 


On the day before it published its 
1943 earnings, Consolidated Vultee 
Aircraft saw its common stock close 
on the New York Stock Exchange 
at 1334. The year’s net income per 
share was $13.75. Dubious as people 
’ are about the post-war potentials in 
aircraft, the market apparently con- 
sidered it just too ridiculous for the 
stock to sell at less than one times 
earnings. So it went up promptly 
to 1434. That’s more like it — at 
least 1.05 times earnings. Thoughts 
that peace may not be so near are 
helping all aircrafts marketwise. 
But one swallow doesn’t make a 
summer. These stocks are still un- 
der a formidable cloud of invest- 
ment distrust. Everybody would 
like to know whether they will 
break previous lows when Germany 
surrenders. So would we; but only 
the event will tell. 


572 


Rise in Rails 

The main reason for the belated 
rise in railroad stocks has long been 
obvious. It is not the rise in earnings 
per se. Quite a few other stocks have 
excellent war-time earnings. Pri- 
marily it is growing attention to the 
fact that the lasting benefits of high 
war-time rail earnings are relatively 
much greater than in the case of the 
great majority of industrial enter- 
prises. The large reduction in rail 
debt and the big gain in holdings of 
cash foot up to a truly major 
change for the better in railroad 
credit status. As a result, on any 
given volume of traffic after the war, 
rail equity earnings will be larger 
than on comparable pre-war levels 
of traffic. Given a prosperity level 
for general business activity, aver- 
age rail earnings would be consider- 
ably larger than in any peace years 
since the ’20’s, though not as large 
as now. Some analysts emphasize 
that many rails sold twice as high 
in 1936-1937 as they do now, on 
earnings only a small fraction of 
what they are today. The point is 
statistically accurate but not necess- 
arily acceptable as a bullish argu- 
ment. At the 1936-1937 bull market 
highs, rails were extremely and un- 
tenably high on the earnings then 


“existing or reasonably in prospect. 


This column is fairly bullish on 
longer-term rail prospects, but has 
its doubts that their present market 
performance is lasting. Unless the 
industrials can get going, the rail 
move probably will peter out before 
long. On the other hand, the pre- 
sent troublesome technical diver- 
gency may quite possibly remain 
with us when the market has its 
general sell-off that most analysts — 
including this column’s writer — 
are expecting at some time in the 
not distant future. That is, the in- 
dustrial average may break the No- 
vember low, with the rails failing 
to do so. Even so, such a reaction 
would make the rails available at 
more opportune levels than now 
prevail. 


United States Gypsum 

Here is another example of how 
the “tax cushions” work to sustain 
corporate earnings in the face of 
decline in pre-tax profits. Earnings 
before taxes for 1943 were $10,154,- 
000, gainst $12,875,000 the year be- 
fore; but tax liability fell from $7,- 
223,000 to $5,652,000 with the result 
that net income shrunk only moder- 
ately from $5,652,000 to $5,038,000. 
The company’s balance sheet shows 





that it is “well heeled”, indeed, for 
such opportunities as will develop 
after the war. Cash and marketable 
securities at the year-end footed up 
to $30,725,000, compared with total 
current liabilities of $9,868,000. Net 
working capital of $35,032,000 re- 
presents a build-up of nearly $16, 
000,000 since 1938. You will find 
a similarly striking balance sheet 
position if you examine Montgomery 
Ward. Sewell Avery is the top exe- 
cutive of both companies. Evidently 
Mr. Avery likes that kind of a 
balance sheet. 


New Business 

In an age in which electronic tele- 
phony can be maintained between 
airplanes and ground terminals — 
or between airplanes and airplanes 
— present ancient communicating 
and signalling methods used in op- 
eration of railroad trains are plain- 
ly outmoded, and _ collisions (of 
which there have been too many in 
the war years) are- inexcusable. The 
business of a brakeman running 
back along the track to wave a flag 
or set a flare belongs to Grandpop’s 
day. In future, the conductor or 
engineer of a stalled or wrecked 
train will just telephone to the train 
coming on behind to look, listen 
and stop. On a 67-mile stretch of 
its lines the Pennsylvania Railroad 
has just installed a talkie system for 
communication between train and 
train, between train and “head- 
quarters” and between front and 
rear of a train. This is an exper- 
minental venture that almost surely 
will take hold on all rail systems. 
It will mean some business for the 
radio-electronic equipment makers. 








Companies Reporting 
Lower Earnings 


Alleg. Lud. Steel $2.91 $3.13 
Arundel Corp. 1.73 2.67 
Com. Solvents 1.10 1.16 
Repub. Steel 1.77 2.67 
Nat. Biscuit 1.10 1.19 
Van Norman 3.25 3.49 & 
Gen. Cigar 2.00 2.36 
Penn. R. R. 6.49 7.70 
Atl. Coast Line 21.22 27.46 
Atchison 21.11 27.79 
Flintkote 1.51 1.88 
N. Y. Air Brake 3.83 4.02 
Reading 6.44 8.92 F 
Hazeltine 3.93 4.45 
Helme 4.00 4.12 
Com. In. Trust 2.94 3.96 
Mohawk Carpet 2.40 3.03 
Gotham Hosiery 1,23 1.71 
Union Bag & Pap. 0.83 1.50 
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evelop ieee Se 
elk?  ——=HOW NEW TAX BILL 
ted up 

Na FE S 
ove? | WILE AFFECT INVESTOR 
100 re- 

y $16, 

1 find BY WARD GATES 

sheet 
omery MN contrast with the dramatic events which accom- of capital invested remains at 8%, but will be 6% instead 
p exe: Banied the enactment of the 1944 tax bill, its provisions of presently 7% on capital from $5 million to $10 million 
dently §y and large change relatively little in the current pattern and 5% instead of 6% on capitalization exceeding $10 

of a {corporate taxes though earnings of quite a number of million. ; 

mpanies will be affected in varying degree. This is illus- These provisions form the principal basis for higher 
ated in the accompanying table listing prospective in- corporate taxes payable on 1944 earnings. For companies 
yads on earnings due to higher EPT rates, the principal having large invested capital, the credit reductions would 
¢ tele- Bature of the bill’s impact on corporate business. transfer a considerable amount of earnings from normal 
tween F The new bill is expected to raise some $2.31 billions taxes to EPT, subjecting them to a 95% instead of a 
als — Kiditional revenues. Thereof, $502 million will come 40% rate. However, the 80% ceiling on total tax liability 
planes om corporations, some $665 millions from individuals, provides an effective cushion so that in the majority of 
cating Bhout $1 billion is to be derived from higher excise tax cases, additional taxes payable under the new bill should 
= Op- fites while some $97 million will be obtained from postal 
piain- fie increases. The new excise rates (see table) hold rela- 
18 (of ely little terror for the ee ae a the Ee ee ae eee 
ny iN Frastic boosting indulged in by Congress. They will be _ | i ate = ee 
>. The assed on to the customer which, it is felt, can be done _ Distilled spirits (per gallon) $6.00 $9.00 
mnning #ithout deleterious effect on business volume in view of Boor ‘ner Rewest? i = wr 
: : : : Wine (per gallon) 14%-21% alcchol -40 -60 
a flag firrent high war-time incomes. Night clubs 5% 30% 
ipop’s f In the corporate field, it is mainly certain technical Club dues 11% 20% 
or or fhanges which are of principal importance; otherwise = Pg poy 
ecked rovisions of the existing tax law remain the same. Nor-  qojte¢ preparations 10% 20% 
train fal corporate tax rates and surtaxes remain unchanged Transportation 10% 15% 
listen fut EPT rates are boosted from 90% to 95%; however, Telephone calls (local) 10% 15% 
ch of fhe over-all tax ceiling of 80% is retained. On the other eee calls (long distance) Lay pti 
road and, corporations are allowed $10,000 instead of $5,000 eshte’ igh? bulbs tn 20% 
m for fnearnings before EPT applies. Additionally, some reduc- Luggage 10% 20% 
1 and ions were made in the EPT credit of companies using 
head- fe invested capital base. Credit on the first $5 million 
- and § hardly cut too painfully into future earnings. Also, rising 
-xper- EPT liability automatically leads to an increase in post- 
surely EFFECT OF HIGHER EPT TAXES ON EARNINGS war credits which remain unchanged at 10%. 
items. OF SELECTED COMPANIES In addition, the new bill includes a number of amend- 
r the a 1942 net ZENII of considerable importance to selected industries 
akers. per common share pershare OF companies; some of these were severely criticized in the 
.S. Steel $0.52 $5.35 President’s veto message as constituting “special privi- 
nes & Laughlin .60 4.42 leges.” They include provisions allowing corporations 
heeling Steel -30 4.61 going through reorganization or bankruptcy proceedings 
Hand. Oil N. J. y~ — to keep their old capital base for tax purposes. Under 
$3.13 03 1.28 this ruling, thousands of corporations forced into bank- 

2.67 03 2.89 ruptcy during the depression will attain a new and more 

1.16 60 6.68 favorable tax basis with potential aggregate tax savings 

2.67 = Ley estimated officially at some $150 millions in 1944 alone. 

1.19 “64 5.41 This section, however, does not apply to railroads which 

3.49 09 2.50 already are covered by somewhat similar provisions in 

2.36 18 2.39 the existing law. 

7.70 vee eB 7 2.34 Another section of the bill limits tax deductions which 
27.46 — onesie 30 bee an individual may take because of a business that loses 
27.79iisternat. Harvester ‘18 4.95 money regularly. It provides that if a business loses 

1.88 Bnderwood, Elliot Fisher 17 3.04 money for five consecutive years, the deductions for tax 

4.02 Btternat. Business Machines -66 8.77 purposes because of these losses shall henceforth be 

8.92 =, toe a py limited to $50,000 annually. 

4.45 Hennecott "12 4.51 Special tax benefits are provided for certain natural 

4.12 fam. Tel. & Tel. .23 8.57 resources industries. The lumber industry is permitted 

3.96 _— Motors -03 3.55 to treat income from timber cutting as a capital gain 

3.03 gtd —, = bi (taxable at lower rates) rather than annual income, pro- 

1.71 Saadion Corp. “09 1.33 vided the timber is cut by the owner and sold as lumber. 

1.50 §U. S. Rubber VW 1.82 A part of the output of new coal and iron mines, as well 
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of the Paper Industry 


BY RICHARD COLSTON 


As in every other field, the war has had a dynamic 
impact on the paper industry. But the net results can 
not be neatly and simply summed up as “favorable” or 
“unfavorable.” Rather, the picture is “mixed.” And 
the war-time trend of earnings has been unusual in that 
most companies had abnormally high profits in 1940 and 
1941 but experienced a decline in 1942 and a further and 
sharper shrinkage in 1943. 

There are, of course, exceptions. For a few manufac- 
turers of paper or paper products the best earnings of 
the war period were either no higher or not importantly 
higher than profits in the most active pre-war years. A 
still smaller number, so far as can be judged by interim 
statements, appear to be exceptions to the general rule 
of rather sharp decline in 1943 earnings. 

We shall have more to say below about variations in 
company experience and prospects, since—even more 
than in most fields—the wisdom or unwisdom of invest- 
ment or speculative participation depends far more 
upon choice of companies than upon industry-wide 
conditions or potentials. 

Paper is a big industry which before the war had 
grown to an annual output in excess of 16,500,000 tons 
with a dollar gross exceeding $2,000,000,000. In relation 
to the size and importance of the industry, and to the 
considerable number of listed corporations engaged in 
it, stock market interest in paper shares—on an average— 
is rather low. True, there is from time to time a flare-up 
of speculative interest in the group, or in some stocks 
within it, but rarely will a paper stock be found among 
the 10 or 15 most active issues. 

The longer-term pattern of The Magazine of Wall 
Street’s group index of paper shares has shown rather 
pronounced divergences from the performance of the 
broad market average. The group’s slump from the 1937 
high to the 1938 low—26.5 down to 5.8—was much greater 
than average. In 1940, discounting the sharp revival in 
paper company earnings and the end of imports of 
Scandinavian pulp and paper at least for the duration 
of the war, this index recovered to a high of 19.4 or a 
rise of nearly 235 per cent from the 1938 low. In other 
words, its intermediate recovery of 1939-1940 was much 
stronger than that of the market. In the bear market 
culminating in the spring of 1942 the paper group again 
diverged in that, while the broad average broke its 1938 
low, the paper group index did not. Indeed, the 1942 
low of 8.5 was about 46 per cent higher than its 1938 
low. 

However, with profits of most paper companies having 
begun to flatten out or decline in 1941-1942, the paper 
group was a conspicuous laggard in the great 1942-1943 
market rise. Its best market level reached in 1942 was 
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20 per cent under its 1941 high and 41 per cent under}s CO 
its 1940 high. But beginning in December and continu-fqual 
ing to date—perhaps partly due to lifting of tax-salepo ct 
pressure, partly due to an increased tendency of buyers} Th 
to shop for values among issues relatively most depressed, fialti 
the paper stocks, along with other previous laggards,War-t 
have given a conspicuously improved performance. 

At the recovery top for the market last July, the paper 
group was about 45 per cent higher than at the close 
of 1942, the general average 65 per cent higher; but the 
year-end, on the same basis of comparison, found the 
paper group 50 per cent higher, the general average 43 
per cent higher. In short, during the broad period of 
market readjustment in the second half of last year, the h 
paper stocks improved their relative position. However,Kontaj 
the present price position is still a depressed one, equivaftrown 
lent to about 50 per cent of the 1937 high whereas thepixie. 
—_— average stands at about 66 per cent of its 1937 a 
high. 

















































“‘Preat 

Peace will bring both advantages and disadvantage#inde 
for the paper industry. The advantages include (ifptterna 
eventually lower taxes; (2) more effective control 0 = 
operating costs, especially unit labor costs; (3) the endMead 
of shortages and of Government restrictions on the confayon 
sumption of paper; (4) the possibility of higher unit a 
profit margins on normal civilian business than arefeath oy 
presently being made on the large volume of paper goingWnion 
into war uses; and (5) promising growth of volume inWnited 
by-products, combinations of pulp with plastics for many"** 
uses, and non-paper items. (a) } 
The most important disadvantages to be encountered} (4). 
with peace-time conditions are (1) the fact that produc th 
ing capacity is normally enough in excess of consuming 
demand to make for a decidedly competitive pric 
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ation; and (2) the vrobability that low-cost Scandi- 
avian pulp will returi to competition in this market. 
n 1939 a bit mor. than 15 per cent of the pulp tonnage 
msumed in the United States was imported from Nor- 
ay, Sweden and Finland. Though the percentage ap- 
yars small, the effect on prices is potent. 

Weighing these pros and cons, the writer concludes, on 
alance, that the longer-term potentials in paper indus- 
yy stocks as a group can hardly be better than average; 
lid that, taking the recent substantial percentage ad- 
jances into account, intermediate market potentials do 
ot appear sufficiently attractive to invite purchases for 
ppreciation. 





Varying Company Prospects 


Securities of the individual companies vary widely in 
perit, and in investment or speculative attraction at 
jurrent prices. For instance, well-situated and non-in- 
kgrated makers of specialty paper products appear to 
ave better post-war potentials than most primary paper 
roducers. They are not hurt by price competition 
non primary suppliers and may, indeed, profit by it— 
hus occupying a more flexible and strategic position. 

An interesting example is Lily-Tulip Corporation. 


J for the twelve months ended last June 30 earnings were 


fi9 a share. For the period 1939-1942, calendar year 
arnings were unusually stable at a good level, ranging 
etween high of $3.80 and low of $3.14. Longer-term 
performance has been much above average in sales and 
rofits. Prior to 1939, best pre-war results were $2.17 a 
ba in 1936; and in the company’s poorest years—1934 
nd 1938—quite respectable profits were earned: respec- 
vely, $1.39 and $1.18. Capitalization is small, financial 
sition comfortable. Dividend of $1.50 paid last year 
§ conservative in ratio to earning power, should be 
equalled this year, and offers yield of about 5.5 per cent 
bn current price. 

There are many other makers of containers and spe 
fialties. Dixie Cup has a good earnings record and stable 
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those of best pre-war years. Profits for 1936-1937 were, 
respectively, $2.11 and $2.48 per share; and for the war 
period 1939-1942 were: $2.02; $1.84; $2.40; and $2.37- 
with $2.23 shown for 12 months de last June 30. 
However, there is a substantial preferred capitalization 
and dividend on the common, now priced at 1514, is only 
50 cents. In contrast to this stock, it may be noted that 
Lily-Tulip is one of the few equities in any industry 
which in both 1942 and 1943 made market highs above 
the best of 1937. 

Container Corporation is among the better grade, but 
nevertheless speculative, equities in paper. Except in 
deep depression years, substantial and fairly consistent 
earning power has been shown. There is nothing ahead 
of the common. Peak pre-war net was $2.28 a share in 
1936. Profits in the war period ranged from low of $1.85 
in 1939 to high of $3.07 in 1942. Reflecting higher costs 
and supply difficulties, figure of $1.74 for the g months 
ended last Sept. 30 suggests a substantial decline in 1943 
net from the high 1942 level. Dividend was $1.50 in 
1943, same as in the preceding three years. Assuming 
continuance of this rate, yield at current price around 
22 is 6.8 per cent. 


Sutherland Paper 


Sutherland Paper is the largest maker of paraffined 
cartons and containers, the bulk of output going to the 
food trades, which has made for stability of sales and 
profits. Earnings for 1939-1942 ranged between $2.52 
and $2.85 a share. Under active pre-war conditions, os 
in 1936-1937, net was, respectively, $2.54 and $2.%o; and 
in the depression year 1938 did not fall below $2.04. For 
six months to June 30 net was $1.29, suggesting 1943 
results fairly close to 1942. Company paid $1.25 in 1943 
dividends, same as in the two preceding years. Dividends 
in the pre-war period 1936-1939 ranged from $1.80 to 
$1.30. Although this is one of the te ‘st of the paper 
stocks, the yield is only 4 per cent and current price of 
31, comparing with 1937 high of 3974, appears io offer a 


yar-time earnings have kept fairly well in line with quite limited appreciation (Please turn to page 588) 
POSITION OF PAPER SHARES 
Earnings Per Share Price Range 
Latest Div. Paid 1937— Recent 
1939 1940 1941 1942 Report In 1943 1942 1943 Price 
Champion Paper & Fibre (a)Def. me 25 (0)83. 36 - @)S4, 1 (b)$ .75 $1.00 6314-143, 2534-18 2414 
Kontainer Corp. $1.85 2.85 2.98 3.07 (c) 1.74 1.50 373¢- 914 2334-16 21 
Crown ee (a) 1.05 (a) . = (a) > he (a) z - (d) 1.08 1.00 2514- 12 17 -1114 16% 
ixie ea 2.02 (e) 2.23 = 2s - 1614-10 17 
Gair (Robert) Co. Def. a “— = (c) .43 153%. 4 4% 15 3 
Gaylord Containers aan 2.04 1.98 1.55 (c) 1.06 1 0H 1914- 1434- 934 13% 
{Great Northern Paper 2.73 2.87 2.41 1.69 (c) 1.20 1.60 4957.2416 36 -27144 32 
Hinde & Dauch 1.90 221 2.59 2.29 (c) 1.80 1.50 37 -121%4 213%-14% 20 
international Paper (g) .14 6.07 6.37 1.15 (c) 1.73 —(h) 20 - 734 143%%- 814% 14 
imberly-Clark 4.21 3.44 4.72 3.25 (i) 3.62 1.75 4634-1 134 34 -25 3215 
ily-Tulip Corp. 3.60 3.39 3.80 3.14 (e) 4.19 1.50 2334-1454 2834-22%% 27 
ead —— 46 1.56 2.66 1.32 (j) .38 60 3434-5 1034- 6 8% 
procies, nec. om (a) 1.18 (a) 286 (a) 2.60 (d) .28 8714 29% 654 15144-11144 13% 
egis Paper .43 71 33 (N.L) moe 1134-14 5 -1% 54 
Scott Paper 2. 86 2.46 2.52 2.24 (c) 1.49 1.80 521-2514 43 -3614 40 
erland Paper 4.52 2.84 2.85 2.57 (m) 2.86 1.25 39%-16% 33 -264% 31 
inion Bag & Paper -16 1.68 1.70 1.50 (c) .53 .30 993;- 6 1134- 8 954 
nited Paperboard Def. Def. Def. 1.33 (N.1.) — 16%- 2% 5%-3% 4% 
est Va. Pulp & Paper (k) .18 (k) 3.03 (k) 3.70 (k) 1.83 (k) 1.86 1.25 40 -9% 174-1134 18% 
(a) Years ended April 30 (b) 12 weeks to Nov. 7 (c) 9 mos to Sept. 30 


(d) 6 mos. to Oct. 31 
(h) 1941-1942 range (i) 
(k) 12 mos. Oct. 31 f 


(e) 12 mos. to June 30 
12 mos. Sept. 30 
(N.1.) No interim statements 


(f) 1938-1942 Range 
(j) 24 weeks to June 12 
(I) 6 mos. June 30 


(g) Old Company; present company was recapitalized 
in 1941 
(m) Year ended Dec. 31. 
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The Personal Service Department of ‘THE MAGAZINE OF WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 
represent thousands of dollars in value to you. It is subject only to the fol- 


lowing conditions: 


1. Give all necessary facts, but be brief. 


2. Confine your requests to three listed securities. 


3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. If not now a paid subscriber use coupon elsewhere in this issue and send 
check at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





International Shoe vs. Melville vs. 
Reynolds Metals Preferred 

As one of your subscribers, I shall ap- 
preciate your opinion as to the relative 
merits of International Shoe and Melville 
Shoe. Further from the investment 
standpoint, would Reynolds Metals 544% 
preferred be a better buy?—M. C. P., 
Philadelphia, Pa, 

While we rate both International 
Shoe Company and Melville Shoe 
Company as above average, from an 
investment viewpoint we would give 
preference to Reynolds Metals 514% 
preferred stock. International Shoe 
Company has paid dividends con- 
tinuously for thirty years and Mel- 
ville Shoe Company for twenty-six 
years. You will see from this that 
both companies have an excellent 
dividend record. 

As regards Reynolds Metals 514% 
preferred stock, the company has 
paid dividends regularly on same 
since its issuance in 1935 and the fol- 
lowing appended earnings figures 
show that dividend requirements 
have been well covered: Earnings 
per share of $5.50 preferred stock in 
1942, $27.47; 1941 $57-35; 1940 
$48.57. In the first nine months of 
1943, company showed a large in- 
crease in earnings amounting to 
$58.54 on the preferred stock as com- 
pared with $17.77 for the same pe- 
riod of 1942. The latest available 
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balance sheet showed net assets per 
share of preferred stock of $461.00 
per share. The preferred stock is 
traded in on the New York Stock 
Exchange and the price range in 
1943 was: high 9334; low 80; last 87. 
Based on the current market price of 
87, the indicated income yield is 
6.3%. The preferred stock sold as 
high as 117 in 1936 and the low in 
the last nine years was 7514. It is 
redeemable at $107.50 per share. 


United Corporation Preferred 
Exchange 


The writer has had United Corpora- 
tion preferred stock ever since it was 
organized. I understand we are to have 
an option of receiving various stocks in 
liquidation or retaining our stock as is. 
Should you have any suggestions regard- 
ing this situation it would be appreciated. 


—H.L.H., New York, N. Y. 


In response to your letter, would 
advise that on January 27th, the 
United Corporation filed a proposal 
with the SEC as an initial step in vol- 
untary readjustment whereby it pro- 
posed to give $3.75 in cash, 114 
shares of Philadelphia Electric and 
Y share of Delaware Power & Light 
common in exchange for each share 
of United Corporation preferred. 
This offer would be available to 
1,244,356 shares of United Corpora- 






tion preferred for ten days and coull 
be extended for an additional eight 
days, if a total of 1,244,356 share 
were not tendered. It was further i 

dicated that if more than the bo 
number of shares were tendered the 
a pro-rata distribution would b 
made according to the number 0 
shares tendered. On the basis of th 
current market prices, Philadelphi 
Electric and Delaware Light & Powel 
plus the cash, are worth about $38.5 
per share of United preferred, if _ 
more than 1,244,356 shares were ter 
dered, compared with a market pric 
of 345%. It is a requirement of th 
SEC that United Corporation cel 
tually recapitalize into one class 9 
stock and as preferred shares are rq 
tired through distribution of asset 
it may tend to create further capita 
appreciation for the remaining pr 
ferred shares. 


Associated Dry Goods First 
Preferred 


Do you consider Associated Dry Good 
first preferred stock a fairly safe inves 
ment from a “business man’s” standpoin 
and do you advise its purchase at curren 
price?—L. L. C., Owosso, Michigan. 


Associated Dry Goods operatg 
eight large, long established depar 
ment stores, some of which also oj 
erate branch stores serving nearb 
suburban areas. The Lord & Taylo 
and McCreery Stores are both a 
standing department stores in th 
New York City area. The company 
$6 cumulative first preferred stoc 
has preference as to cumulative div 
dends and to assets over the gnd pr 
ferred and common stock. It is no! 
callable. In two years since 193 
company failed to earn its full di 
dend requirements; in other years t 
dividends have been more th 
earned. Earnings on the first pr 
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ferred from 1941 to 1943, inclusiv 
were: $17.21, $19.52 and $16.51. Fi 
cal year ends January gist. For t 
six months ending July gist, 194 
company showed $9.68 on the fir 
(Please turn to page 588) 
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MONEY AND BANK CREDIT CONCLUSIONS 
70 MONEY AND CREDIT — Treasury 
halts expansion in demand deposits 
by building up working balance. In 
60 past 12 months demand deposits at 
reporting member banks gained only 
$0.9 billion, despite rise of $12.5 
INVESTMENTS au F billion in bank credit. Further major 
50 rise of deposits is unlikely. 
pe TRADE—Retail store sales last year 
g reached $63.3 billion—topping 1942 
a by 10% in value, but only 1.4% in 
and could 8 U.S. GOVERNMENTS“Y LJ volume. Department Store sales this 
nal eight Z wt or} year to Feb. 12 about level with last 
356 share 5 ot pet year in value. 
f rther . 2 %, DEMAND DEPOSITS 
u wt INDUSTRY—Value of goods and 
the aboy services produced last year for war 
lered theft, _ purposes topped 1940 by $80 bil- 
would b re lion, without reduction in total value 
wrger eel sis eee eaeianceie of consumer goods and services sup- 
iladelphi 10 —~ A ie 
t& Powel L. TOTAL LOANS? nscliee COMMODITIES — Index of spot 
out $38.5 imal ad: akale prices gains fractionally; but rise in 
red, if no rf Pie PPLE ES grains halted by better crop pros- 
were tell JIFMAMJJASOND pects and Government's deal with 
rket pric 1943 1944 Cuba to supply molasses for our 
nt of th alcohol needs. 
ion ever 
e class 9 
res are r e 
of asset: 
er capiti 
ning pr 
Beginning with the current issue, we are 
rst iene BUSINESS ACTIVITY 


broadening the coverage of our weekly 


business activity index by adding a ninth PER CAPITA BASIS 
M.W. S. INDEX 


Dry Goodcomponent—Crude Runs to Stills, reflecting 
afe investcurrent demand for Petroleum and its products. 
stand pointThus the index will have ten components when 
at curret Automobile Production is eventually resumed. 
ichigan. | Additions are always made in such manner as 

operat not to break the continuity of the Index. Per 
d deparfcapita business activity receded fractionally 




















1 also of during the past fortnight. pH OTREROG 
g nearb — -~ % i oe, 
& Taylo r 

soth ouf At present writing, it looks as though the / 194! 

s in "| Fourth War Loan drive will top its $14 bil- . 


ompany lion quota by nearly $3 billion before the books 
red sto close on March 2. Thus nearly $39 billion will 
tive diy have been raised within six months in addition 
and pig to more than $20 billion in receipts from taxes 
It is nog and other sources. The total, $60 billion, is at 
ice 1934 9 annual rate of $120 billion—20%/, more than 
full : the Government's expenditures. 





























years t a ea 7 

re tha ac 

first pry, Though about half of subscriptions to the . 7 1939 

inclusivg Fourth Loan was facilitated by expansion of ene 

6.51. Fi bank credit, a major portion of private debt oe Se ee ee ee 
For tip thus incurred will be paid off before the next JFMAMJJASOND 


st, 194 loan drive, if experience following the Third 
the fir Loan may be taken as a guide. 
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e — 
Inflation Factors 
Latest Previous ° Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 
BUSIN 
FEDERAL WAR SPENDING (tf) $b Fob. 26 1.82 2.07 1.54 0.43 : (M. 
Cumulative from Mid-1940.............. Feb, 16 165.3 1635 179 143 (Continued from page 575) — 
Since plans are already being laid for a fifth ee 
and even a sixth loan drive, it is beginning to Non 
FEDERAL GROSS DEBT—$b Feb. 16 181.3 178.2 112.8 55.2 dawn upon the financial world that the Treasury is ,_— 
pursuing its own unadvertised method of com ye 
MONEY SUPPLY—S$b trolling inflation. Through a succession of war Md: 
Demand Deposits—I01 Cities.......... Feb. 16 31.5 34:7 30.6 24,3 | loan drives which raise more money than needed F Cog 
Currency in Circulation................0.. Feb. 16 20.6 20.6 15.8 10.7 |to meet the Government's current expenses, the | Gra 
Treasury piles up a Se ELEC. 
BANK DEBITS—13-Week Avge. balance at sit of individua — — 
New York City—$b.......cccccsccccssssees Feb. 16 5.54 5.48 4.50 3:99 | ertey «SERPION EP eneEES perenerir. 
100 Other Cities—$b.............. Feb. 16 7.65 7.62 648 5,57] Power. oe tt 
INCO P A glance at our accompanying chart of — 

— en (ed) Dec. 13.46 12.44 11.61 8.11 "Money and Bank Credit" will reveal the beauty Gas 

ri ae : 

interest & Dividends (edj....---| Dec. «186-083. ~—«42—58|°% this plan. Within the approximately fire] fie 

Farm Marketing Income {es| eam oy 1.70 2.01 1.50 1.21 | months’ period from Oct. 20 to Feb. 16, the aon 

Includ'g Govt. Payments (ag)........ Dec. 1.75 2.04 1.57 1.28 | Federal Gross Debt has increased $16 billion; FLUME 

while reporting member banks report increases of Sto 

only $0.40 billion in Government bond holdings, I crgg: 

pe ne pa “on ” Jan. 50.4 51.0 51.8 51.0 $0.1 billion in total bank credit and $0.1 billion Cur 
Employees, + ese (ib). - hod : Ad ae in demand deposits. Considerations such as these INGI 
Employees, Government (Ib)...... Jan. 5.8 6.0 5.7 4.5 | may have prompted Congress to pass grudgingly J ay 
UNEMPLOYMENT (cb) m Jan. 1.1 0.9 1.6 3.9 | the tax bill to yield only $2.3 billion. Cur 
2 eee MISC 

FACTORY EMPLOYMENT (ib4) Jan. 166 169 165 141 Agent : Par 
St EOE Jon. 229 233 218 168 If inflation can be averted by checking expan-] No 
Non-Durable Goods ...........cessesseee Jan. 117 119 123 120 sion in bank deposits, then the Treasury can turn 
FACTORY PAYROLLS (1b4) Dec. 328 336 288 189 the trick by continuing to build up its working _ 
balance, even in the absence of further tax Ho 

FACTORY HOURS & WAGES (Ib) boosts. In any event a large working balance “9- 
en 1 Hours ae pea ge ae _ 45.5 : pon 40.3 | would come in handy later on to help meet § Dept. 
ourly Wage (cents)............. nese Ov. 99.5 8. 0. 78.1 | probable post-war demands for redemption of § data. 

Weekly wage ($1! )..cccccccccnncnn. Nov. 4527 4490 39.78 32.79 a bonds. Incidentally, Chairman Eccles of the labo 

Federal Reserve Board predicts that the Federal 100." 
PRICES—Wholesale (Ib2) Feb. 12 103.1 103.1 102.1 92:2 post-war budget will be well above $20 billion. —— 
oe) (tS ERR een Dec. 135.6 135.1 129.8 116.1 
es ¢ a. 
Aa . B No.0 
COST OF LIVING (Ib3) Jan. 124.2 124.4 120.7 110.2 | But the opinion has often been expressed in Bi |sug, 

_ SREP CTA RIE Jan. 136.1 177.1. ~—*133.0. 113.1. | this column that ipflation is not caused, but 283 ¢ 

C1 OY" Eee eee eter oe emer ee Jan. 134.5 134.6 126.0 113.8 | merely permitted, by a plethora of currency. 53 

PRIN isso ackcsncscsiesscesn tavestSenecoensyicvonnentes Jan. 108.1 108.1 108.0 107.8 | Prices are raised by labor, producers and dis- “ 
—— | trikutors. Consumers grudgingly pay the higher 5 

RETAIL TRADE prices demanded up to the limit of their re- 5 

abe Pag a (2.0 | See ae. 6.72 5.62 _ = sources. Efforts to push up prices beyond the 12 J 
URES RIOTS B oss piscsssversceosssssasvesbvsenre > 0.90 0.78 0.8 1.1 +! . . 

iia... Dec. ae Me Te ahammar indented T 

Chain Store Sales (ca)............0....... Jan. 188 170 177 151 buyers’ strike, followed by deflation. Rigid 3 

Dept. Store Sales (rb) (1)............ Dec. 130 158 125 116 | enforcement of ceilings on wages, goods and | 

Dept. Store Stocks (rb2).................. Dec. 98 98 101 95 services is the only effective way to prevent rising 2 | 

prices in times when purchasing power exceeds 5 
MANUFACTURERS' production. Bigger taxes and bond sales will 4 

New Orders (cd2)—Total............-- Dec. 271 272 255 212 | not, of themselves, hold prices down. 2 
RPUPRINDNSOOGE  c65oconécsesesssssisiies-i- Dec. 400 392 361 265 * *¢ * 6 ¢ 
Non-Durable Goods ...........::000 Dec. 188 196 187 178 8 
Shipments (cd3)—Total Dec. 272 270 240 183 Even if the Treasury succeeds in heading off 2 | 
ene lie ene bararetcon _ i 7 — further expansion in bank deposits, enough pur- 6 | 

amass chasing power—actual in the form of currency, 5 | 
BUSINESS INVENTORIES—Sb and potential in the form of war bond holdings + 
—has already been stored up to permit a dis- 

End of Month (cd)—Total............. Dec. 26.8 28.1 28.0 26.7 ‘ ‘ii tegea i ‘i " ud 
Manufacturers’. ......cccsscscssssssseee Dec. ye we Mm ei .lh ee eee 
Witrabncabere? ascecccssesnnecssossnsee. Dec. 4.0 4.1 4.0 4.6 | tained after the war until reconversion is com 9 4 | 
CO A Aion aterm nee erie Dec. 5.1 6.2 6.4 6.9 | pleted and dealers’ shelves are well stocked with 3 
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PRODUCTION AND TRANSPORTATION 































































































1 Latest Previous Pre- 
OOK Wk. or Wk. or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 
WSINESS ACTIVITY—1—pc Feb. 12 133.8 1341 124.0 118.2 
(M. We S.J—t—np..n..eeceeccecccesseesues Feb. 12 162.4 162.7 151.0 139.5 i aay 
INDUS consumer goods. To appreciate this it may suffice 
for a fifth INDUSTRIAL PRODUCTION (rb3) Dec. 245 247 223 174 to recall that, in the three-year period since 
ginning to _— ——? — penseaesetranes seb Dec. 374 377 328 215 1940, farm income from marketings and Govern- 
Treasury is | athe ssllnononiee ard Dec. 175 179 169 141 ment benefit payments has tisen $10.5 billion 
J of con CARLOADINGS—t—Total Feb. 12 795 806 765 833 (200%) and payrolls $5! billion (also 200%), 
on of wil Manufacturers & Miscellaneous... Dec. 12 366 374 364 379 while living costs have advanced only 23%. 
a Se 2 2 ee 
enses, the Feb. 12 54 55 48 43 uring this same three-years period, according 
g working to Commerce Department estimates, there has 
deposits, aC. POWER Ouipet (K.w.l.)m Feb. 12 4,533 4.524 3,940 3,369 been an increase of $80 billion in the annual 
SOFT COAL, Prod. (st) m Feb. 12 12.95 12.85 12.20 10.8 | value of goods and services produced for war 
pe Cumulative from Jan. boo... Feb. 12 77.51 64.56 71.21 466 purposes, with a rise of only 10% in employ- 
BPOGRS: SEI WAO 8s scc-sccsvsassssssésscssussescies Dec. 56.7 60.1 85.9 61.8 | ment. Yet in spite of this miraculous expansion 
PETROLEUM—(bbis.) m in war activities, there has been an increase of 
chart of f Crude Output, Daily en Feb. 12 4.40 4.40 3.87 41) 50% in the value of consumer goods and services 
he beauty§ Gasoline Stocks..ccccccccccccccccoccceccoseeees.. Fab. 12 82.32 81.78 91.76 87.84 | Produced. We have had both guns and butter. 
tely five- —— aes mnie thane whee, Feb. 12 52.45 52.73 70.82 94.13 * + * 
4 16, the eating Oil StOCKS.............ccsecssccsess Feb. 12 34.85 36.02 36.89 54.85 Pe a ee er Ee ee ee 
6 billion; |LUMBER, Prod. (bd. ft.) m Feb. 12 559 562 460 632 ing to make of this newly demonstrated super- 
creases of Stocks, End Mo. (bd. ft.) b............ Dec. 3.6 af 4.8 12.6 | ability to produce? Go on producing until every- 
holdings, STEEL INGOT PROD. (st.) m ra 7.60 7.27 7.42 6.96 | one is well supplied with mundane comforts and 
D1 billion | Cumulative from Jan. Uocccccscsssseu. Jan. 7.60 88.87 7.42 75.69 | conveniences? Or fritter it away with made 
h as these work, shor? hours, slowing down on the job, boy- 
nidabel ENGINEERING CONSTRUCTION cotting of labor-saving devices, and maintenance 
gingly AWARDS (en) $m Feb. 18 37.0 23.2 98.9 93.5 | of a huge military establishment? 
Cumulative from Jan. 1......0..000000.. Feb. 18 252 215 478 5,692 ree 
MISCELLANEOUS 7; Z 
Paperboard, New Orders (st)t........ Feb. 2 155 185 149 165 Last _* retail store sales totaled about 
1g expan-# No. Am. Newsprint Prod. (st)t........ Jan. 324 335 317 411 $63.3 billion, topping 1942 by 10% in value and 
can turn Do., Stocks (mpt) End Mo. (st)+ Jan. 621 604 800 745 1.4% in volume. Department store sales this 
; working Wood Pulp Stocks, End Mo. (st)t.... Dec. 64 72 144 98 year to Feb. 12 were about level with last year 
ther ten Footwear Production (pairs) m.......... Dec. 38.2 36.4 38.5 34.8 | in value. 
bal Hosiery Production (pairs) m............ Dec. 151 148 146 150 ae 
atance # ag—Agriculture Dep't. b—Billions. ca—Chain Store Age, 1929-31—100. cb. Census Bureau. cd—Commerce Dep't. cd2—Commerce 
slp meet Dept. Jan., 1939—100. cd3—Commerce Dep't., 1939—I00. cdlb—Commerce Dep't. Index (1935-9—100} using Labor Bureau & other 
ption of § data. en—Engineering News-Record. |—Seasonally adjusted Index. 1823-5—I100. Ib.—Labor Bureau. ib2—Labor Bureau. 1926—100. Ib3— 
les of the ff Lebor Bureau, 1935-9—100. Ib4—Labor Bureau, 1939—100 m. Millions. mpt—At Mills, Publishers & in Transit. np—Without compensation 
: edad for population growth. pe—Per capita basis. rbh—Federal Reserve Board. rb2—Federal Reserve Board, adjusted index, end of Mo., 1923-5— 
0 bit 100. rb3—Federal Reserve Board adjusted index, !935-9—I100. st—Short tons. t—Thousands. t#—Treasury & R. F. C. 
0 billion. 
cs THE MAGAZINE OF WALL STREET COMMON STOCK INDEX 
essed in FN of 1943-4 Indexes————_—_ (Nov. 14, 1936, Cl—100) High Low Feb.l9 Feb. 26 
essed I” F Issues (1925 Close—100) High Low Feb.19 Feb. 26] 100 HIGH PRICED STOCKSG...... 68.01 52.87 63.72 64.43 
sed, but 283 COMBINED AVERAGE....... 89.9 545 825 83.8 | 100 LOW PRICED STOCKS... 88.00 43.61 80.48 82.16 
i ae 4 Agricultural Implements .... 156.5 = 105.2 149.1 151.3 6 Investment Trusts ............. 39.1 227 349 35.6 
» Mehul 9 Aircraft (1927 Cl—100).... 179.2 112.7 129.2 134.0 3 Liquor (1927 Cl—100) ...... 321.3 197.1 291.4 295.0 
their reef > Ait Lines (1934 Cl—100).... 560.3 363.1 444.2 461.3 B Machinery ..........ccssseseseseseeee 111.6 82.6 106.7 107.1 
sane gr BD ATNUSO MORE ooo 55: cn eneinssasioe 78.4 40.2 68.3 70.1 2 Mail Order ........cccccecccccseceees 91.8 61.8 82.9 84.4 
eseaitall 12 Automobile Accessories ...... 142.1 83.0 124.2 127.9 3 Meat Packing ou... 62.0 34.9 62.0 61.5 
. aa 12 Automobiles .............ccee 21.0 9:7 18.1 18.4 11 Metals, non-Ferrous. ............. 155.7 106.8 123.1 122.8 
7 : 44 3 Baking (1926 Cl.—100)....... 15.0 8.5 12.9 13.0 3 Paper . . 9.0 13.2 13.4 
wt rising | 2 Business: Machines ........... 197.1 129.4 179.4 179.3 | 22 Petroleum esecnosnuenennne 1414 869 123.1. 123.5 
vreceds 2 Bus Lines (1926 Cl—100).. 115.3 54.9 114.3 115.0 | 19 Public Utilities nnn 58.1 23.2 S507 525 
a 5 Chemical 194.7 153.5 178.1 179.2 4 Radio (1927 Cl.—100)........ 26.1 12.1 22.7 22.8 
a 4 Communication ................: 60.6 41.9 59.0 59.1 7 Railroad Equipment ............ 57.4 32.1 53.8 54.6 
12 Construction .......sccocssen 38.0 233 33.7 343 ROTI: ccennnisecenicrsecceomee 18.6 98 17.8 182 
iO GOMtMINOES: © ocsicciscésteaseceiveocs 240.4 177.1 224.5 229.2 2 Shipbuilding ........0..cccee.. 106.1 61.2 79.3 78.4 
ding off 8 Copper & Brass................... 82.5 61.8 64.4 65.8 3 Soft Drinks ; 197.8 308.7 306.2 
Tah pur 2 DatY Products wnnccween 40.6 «29.7 40.2 40.6 | 13 Stool & Vom ccccccssssssseeee 793 576 699 703 
it 6 Department Stores .............. 32.2 15.4 28.3 29.4 I sissisciscrensincniineninrsiei 47.2 32.2 42.2 44.6 
nu 5 Drugs & Toilet Articles... 89.6 50.9 865 882 2 Sulphur .... 196.2 159.8 1685 1693 
a a 2 Finance Companies ............ 237.30 152.6 217.2 218.7 SRG GR NS coc ocsscssesacssceerssasessatncs 56.7 33.7 51.7 51.5 
| ne 7 Food Brands ...............ccceeeee 85.5 126.0 125.8 3 Tires & Rubber...................... 28.1 16.5 26.1 27.0 
wo 2 Food Stores ...cccsscssssssscseseeee 37.7 47.6 48.1D I i siisiisiissciccinsieagieass 67.7 52.2 63.2 62.7 
Me sal 4 Furniture ............ 35.0 576° 59.4 2 Vals Gee os. 233.8 182.4 223.9 228.5 
asada 3 Gold Miniag .. 610.3 920.9 926.4 21 Unclassified (1942 Cl—100) 190.0 100.0 159.2 1615 
ee New HIGHS since: D—1940; G—1937. 
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Trend of Commodities 


The Labor Bureau's index of spot prices for seven lead- 
ing agricultural products rose fractionally to a new war- 
time high during the past fortnight; though grains softened 
tollowing reports that a large eastern distilling plant that 
has been using 100,000 bushels daily had been ordered to 
convert its facilities for use of molasses as a raw material. 
American rice processors, handling a record crop of 70 
million bushels, have been forced into various subterfuges 
to escape the squeeze between high material cost and 
low ceiling on their finished product. The OPA is said to 
admit the situation; but doesn't want to raise the ceiling 
on polished rice and says it couldn't clamp a ceiling on 


rough rice without a clash with the WFA. One loophole i; 
to function as miller, distributor and wholesaler, taking the 
mark-ups all along the line. Another is to sell to Cuba, 


Still another is to resell the rough rice bought from eo 


farmer, buy it back, mill it and then sell it on a custom 
(higher priced) basis. All of these outs’ are legal under 
OPA regulations. The Government expects to take half 
the commercial vegetable pack this year and 70%, of the 


canned fruit; yet canners are asking for a satel! 


holiday on rationing to clear up surpluses. Commercial 
canners produced only 185 million cases for civilians last 
year; but home canning added 170 million. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—August, 1939, equals 100 


Date 2 Wk. Mo. 3 Mo. 6Mo. | Yr. Dec. 6 


Feb. 19 Ago Ago Ago Ago Ago 1941 
180.1 179.7 179.1 177.9 177.1 175.3 156.9 
168.0 168.2 167.6 167.6 167.2 165.8 157.5 
188.3 187.5 187.0 184.8 183.8 181.7 156.6 


26 Basic Commodities. 
11 Import Commodities...... 
17 Domestic Commodities 





Date 2 Wk. Mo. 3 Mo. 6 Mo. | Yr. Dec. 
Feb. 19 Ago Ago Ago Ago Ago 194! 
221.3 221.0 218.6 213.4 212.0 204.0 163.9 


206.9 206.7 206.4 203.8 201.9 200.4 169.2 
162.1 161.6 160.9 160.5 160.3 158.4 148.2 


7 Domestic Agricultural... 
PRG OR SHINS 5.05052 --e--.00c2= 
16 Raw Industrials 




















COMMODITY FUTURES INDEX 
100 DEC. JAN. FEB. 
95 sa, 
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Average 1924-26 equal 100 


1944 1943 1942 1941 1939 1938 1937 
BME W rcccstceonionycioe 97.09 96.55 88.86 84.60 64.67 54.95 82.44 
ED 2a sssesSocsntvsaarece 95.91 88.45 83.61 55.45 46.50 45.03 52.03 
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SPOT COMMODITY INDEX 
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MOODY'S INVESTORS 

SERVICE INDEX 
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15 Commodities, December 31, 1931, equal 100 
Copyright by Moody's Investor Service 


1944 1943 1942 1941 1939 1938 1937 
Lc | eee eran . 249.5 249.8 239.0 219.0 172.3 152.9 228.1 
MEW 5 sessosissesooscsousecssve 247.0 240.3 220.0 171.6 138.4 130.1 1446 
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Wartime Trends in Con- 
sumer Spending 





(Continued from page 557) 

purposes due to the 
aft and long working hours in war 
To many, this small abso- 





take halffiie increase may come as a surprise 
)°/, of theput it is nevertheless based on fact. 
ur-monthspost-war trends of recreational spend- 
>mmercialfig are of course entirely dependent 
ilians lastfn income trends. 











Yr. Dec. 6 
igo 194! 


4.0 163.9 
10.4 169.2 
8.4 148.2 








| 100 
8 1937 


9 228.1 
1446 





Taking the entire “‘services” group, 
igorous post-war rebounds of con- 
mer expenditures are thus indicat- 
( for home maintenance and _ per- 
mal services; both were severely re- 
icted by war conditions. Expen- 
itures for housing depend mainly 
n post-war rent levels which after 
bandonment of rent control will be 
overned by the amount of available 
ousing, taxes and the cost of living 
sa whole. Expenditures for house- 
old utilities, transportation, medi- 
ial care and recreation are largely 
ound up with income trends after 
he war. 

In analyzing the entire field of con- 
wmer spending, it should of course 
jot be forgotten that expenditures 
re not always the equivalent of con- 
wumption. This applies especially to 
flurable goods but over a shorter 
em also to certain non-durables 
uch as clothing and perhaps shoes, 
nd where hoarding occurred, also 
ocertain foods, liquor, etc. On the 
whole, however, this is a minor fac- 
or in the non-durable goods field. 
Despite maintenance of consumer 
utput at amazingly high levels, the 
hap between income and that portion 
{the national product available for 
private use has been constantly 
videning. It gave rise to the much 
ublicized concept of the “infla- 
ioary gap,” representing savings 
titer consumer expenditures and 
axes. Such net savings last year 
vere estimated to amount to $33.6 
billions, compared with $26.9 bil- 
ions in 1942 and only $6 billions in 
1939. ‘They never exceeded $10 bil- 
lions in any pre-war year. The total 
increment since 1939 is estimated 
vell over $80 billions. What makes 
his enormous rise in spendable assets 
ff the consuming public important is 
is potential effect on future spending 
and saving decisions. Thus what is 
happening during the war may in 
large measure determine the charac- 
ler of our post-war economy. Much 
has been written about the impor- 
lance of technological developments 
but probably a more profound, if 
less spectacular influence will be ex- 
erted by the future use of these accu- 
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mulated savings. Since they are 
readily available for spending, their’s 
is a truly dynamic character that will 
make them a force which can be ex- 
erted for good or evil. They can eas- 
ily lead to substantial post-war infla- 
tion if they are used to support a 
headlong buying rush immediately 
after the war ends. On the other 
hand, if used wisely, they can act as 
a catalyst that will do. much to stimu- 
late the process whereby production 
makes markets in the post-war pe- 
riod. Whether we can avoid an in- 
flation but nevertheless retain the ad- 
vantages of these holdings will de- 
pend largely on the public’s under- 
standing of their character and the 
significance they have for post-war 
markets. 

Essentially, any estimation of the 
impact of these savings on post-war 
business requires consideration not 
only of their form and ownership 
but also of the motives determining 
their accumulation and how they are 
likely to affect the expenditure deci- 
sions of consumers after the war. 
Most probably, they will tend to 
make the average consumer willing 
to spend more and save less out of 
his post-war income. In many cases, 
savings have been accumulated for 
a definite purpose, apart from grow- 
ing reluctance to spend now, during 
war-time, on available second choices 
at prices which appear unreasonable. 
This reluctance is plainly visible; 
were it absent, the pressure against 
current price levels, regardless of con- 
trols, would be far more formidable. 
Another and perhaps most impor- 
tant motivation of savings is that of 
laying something aside against “a 
rainy day.” Just what percentage of 
savings falls in this category is of 
course impossible to say; doubtless it 
is very considerable. It also repre- 
sents that portion that will not be 
spent recklessly. 

As to disposition of that portion 
of savings accumulated for definite 
purposes, a tentative indication is 
offered by the latest consumer survey 
undertaken by the Chamber of Com- 
merce of the United States, measur- 
ing buying intentions for the period 
immediately following the war’s end. 
The findings, while they cannot be 
considered predictions in any sense, 
are indicative of a strong buying urge 
especially among the medium and 
lower income classes. What’s more, 
they have accumulated, or are accu- 
mulating, the money for these in- 
tended purchases. Of the country’s 
35,000,000 families, almost two-thirds 
have in mind one or more purchases 
they would almost certainly make 
within six months if the war ended 
tomorrow. This is an increase of 


NOWTE—From time to time, in this space, 
there will appear an article which we hope 
will be of interest to our fellow Americans. 
This is number eleven of a series. 


SCHENLEY DISTILLERS CQRP., NEW YORK 


Proof 


You prove your pudding by eating 
it, but if you want to know the proof of 
whiskey you will find it on the label on 
the bottle. But there are many people 
who don’t know just exactly what 
whiskey proof means. The explanation 
is quite simple. It requires only a 
little, quick mental arithmetic. 

The easiest way to explain it is to 
say that “proof” means double percent 
alcohol, i.e.: when a label tells you that 
the bottle’s contents is 100 proof, it 
means 50% alcohol, by volume; 90 
proof, then, would mean 45%; and 86 
proof means that the whiskey contains 
43% alcohol, by volume. 

There is a definite trend to lighter, 
lower proof alcoholic beverages, both 
in this country and in the British Em- 
pire, and this trend to lightness is not 
confined entirely to whiskey. People 
seem to go in for lighter food; they 
wear lighter clothing (remember the 
red flannels of yesteryear?), and they 
smoke lighter, blended cigarettes. And 
the cars we drive today are lighter, 
and so are our railroad trains and 
coaches, due to lighter alloys (blends) 
in place of the old, heavy iron. 

And I think you should know, too, 
that there is no relation between proof 
and quality in an alcoholic beverage. 
Proof tells you how strong the whiskey 
is in alcoholic content by volume, but 
quality is more or less a personal mat- 
ter of which you alone are the sole 
judge. 

What really inspired this piece was 
the chuckle we got from a friend who 
thought that 100 proof meant 100%, 
which, of course, it doesn’t. He remem- 
bered his spelling tests when he was a 
schoolboy. His teacher marked his 
paper 100% when he had all the words 
right; and if he missed a couple he got 
90% or 85%, which was pretty good, 
but it wasn’t perfect. (Don’t let that 
fool you when it comes to “proof.”) 

Since neither this article, nor any 
other which preceded it, nor those 
which will follow, are intended to be 
controversial, we want to hasten to as- 
sure you that perhaps you prefer the 
heavier and higher proof whiskies, and 
if you do, we won’t quarrel with you. 
But, most respectfully, we suggest a 
little trip “off the main line to see some 
new scenery”; make some new taste ex- 
plorations. A change of pace to lighter, 
lower proof blended whiskey might 
make your taste buds say, “Boss, that’s 
it!” And, that will be “proof,” too, of 
the point we are trying to make. . 
the trend’s to blends. 

MARK MERIT 
of ScHENLEY DisTILLERS Corp. 








11% over the findings of a similar 
earlier survey. Over half of all re- 
spondents say they have accumulated 
savings equal to at least a tenth of 
their annual income by the end of 
1943. 

Specifically, 3,675,000 families in- 
tend to buy new automobiles; 2,625, 
ooo families plan on purchasing new 
refrigerators; 2,100,000 intend to buy 
washing machines; 1,645,000 fami- 
lies want new stoves; 1,400,000 fam- 
ilies will need new vacuum cleaners; 
2,555,000 families intend to purchase 
radios; 840,000 families plan on hav- 
ing new sewing machines; 1,505,000 
families need new electric irons; 
1,085,000 families intend to buy elec- 
tric mixers. 

1,540,000 families intend to build 
or buy a new home; 39% of the home 
owners say they will almost certainly 
improve or repair their properties; 
an average of about 1,300,000 fam- 
ilies plan to buy new furniture. 

Surveys of this kind are of course 
never conclusive. Buying intentions 
of today, when earnings are high, 
may quickly be forgotten when eco- 
nomic insecurity rears its head as it 
well may for a time after the war. 
However, with reasonable assurance 
of employment and income, backed 
by existing large savings, they do 
throw a rosy light on what may lie 
ahead if serious inflation can be 
avoided. 





What About Corporate 
Profits in 1944? 





(Continued from page 546) 
soft drinks, and public utilities. Air- 
craft industry earnings, due to high- 
er volume, may be even larger than 
in 1943. Building, finance company, 
machine tools, steel, railroad, min- 
ing and merchandising earnings 
probably will be at least moderately 
lower than in 1943. 

The third chart accompanying this 
article traces the total quarterly 
earnings of goo leading industrial 
corporations. Contrary to the expe- 
rience of many smaller concerns and 
of the railroads and utilities—as well 
as contrary also to the showing of 
aggregate profits for all corporations 
—this group of larger companies had 
its maximum war-time profits in 
1941. The quarterly figure reached 
$383 millions in the first period of 
1941 and was close to that high mark 
for the final quarter of 1940 and the 
first nine months of 1941. Thereaf- 
ter, earnings fell sharply and the 
big rebound in the fourth quarter 
of 1942 was largely due to correc- 
tion of previous quarterly over-esti- 
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mates of tax liability, prior to com- 
pletion of the final legislation. De- 
spite the rise in production, fourth 
quarter 1943 profits, totalling $336 
millions, were nearly 13 per cent un- 
der the best showing of 1941. 





Divergent Trends for Mer- 
chandising Shares 





(Continued from page 561) 


economies by this group of stores. 

Because of severely unbalanced in- 
ventories and probably less abundant 
new supplies, mail order concerns in 
1944 are likely to report declining 
sales and earnings. Scarcity of hard 
goods will be severely felt despite 
greater stress of soft lines since the 
war. Opportunity for further oper- 
ating economies are virtually ex- 
hausted and the cost of returning 
large numbers of orders because of 
inability to fill them is particularly 
onerous. ‘The prospective recessive 
earnings tendency will however be 
largely at the expense of taxes so that 
nevertheless a satisfactory level of 
profits is indicated. Since income of 
the farmer, an important customer of 
mail order houses, would be less af- 
fected by peace prospects, such con- 
cerns are relatively better situated 
than other retail outlets as far as 
longer range prospects are concerned. 

Sales of Variety Chains rose about 
5% in 1943 and demand in 1944 
should continue excellent. Supply 
will be the principal problem; being 
largely a manpower question, it will 
be mainly governed by availability 
of labor in the supplying industries. 
While WPB is attempting to encour- 
age more production of lower priced 
textile lines, important to these 
stores, there is little hope of real suc- 
cess over the immediate future in 
view of the narrow margins and fre- 
quently unsatisfactory ceilings pre- 
vailing in this field. Moreover, ex- 
perience with substitute merchandise 
has not been satisfactory and remain- 
ing stocks are not being replaced to 
avoid inventory losses. Hard goods 
are virtually exhausted and replace- 
ments are few. Operating expenses 
are tending higher, notably wages, 
and last year more than offset ex- 
panding gross profits. This trend 
may continue this year but any de- 
cline in pre-tax earnings should be 
largely offset by tax savings. In the 
main, earnings should hold up well 
despite recessive volume trends and 
rising costs. Additionally, invento- 
ries are closely tailored to anticipated 
sales requirements; as a result no 


material inventory losses are in pr 
pect when better sales values becon 
available with easing war restriction 

Dollar sales of grocery chains & 
clined some 16% last year, a sizab 
drop in physical volume since ret, 
prices averaged over 12% high 
than in 1942. In contrast, a 20° 
volume gain was reported by ing 
pendent grocery stores. This divg 
gence is primarily due to increas 
patronage of the independents causy 
by slackening consumer price co 
sciousness, common in times of pro 
perity, and loss of chain store buy 
ness because of gasoline rationin 
These factors will continue to op 
ate for the duration, as will the y 
strictive effects of rationing, sho 
ages, price controls and rising cos 
But with the over-all food supply e 
pected about to equal last year 
volume and operating profits shoul 
remain fairly constant at last yeay 
lower levels though net results mg 
be influenced by changes in tax rate 
Route operators, such as Jewel T 
are additionally handicapped by d 
livery difficulties; any change in t 
situation could find marked refi 
tion in earnings. 

Pending decisive changes in tl 
war situation and as a corollary, | 
the supply outlook and general i 
come trend, stockmarket potential 
ties of retail trade equities show 
change little over the more imn 
diate future. Food controls and ge 
eral war-time conditions for the tin 
being detract from the appeal of gn 
cery chain shares, normally enjoyif 
considerable stability of inco 
while variety, drug and restaural 
chain equities, though chiefly speq 
lative, have more current attractiol 
Mail order shares stand out for s 
perior future potentials from larg 
pent-up demand and sustained hig 
agricultural purchasing power. Th 
former also lends appeal to well-e 
trenched department and _ special 
store equities, quite apart from the 
satisfactory near-term outlook. 

The longer term social trem 
toward greater distribution of t 
national income among. worki 
classes is generally beneficial to reta 
trade since these groups immediate 
spend a large share of their earning 
Similarly, higher farm income 
beneficial inasmuch as it provides 
margin above the mere necessiti 
which becomes available for oth 
goods. These are important consit 
erations in judging longer term pi 
tentials. 

Lack of reconversion problems is 
more nearby factor though tran) 
tional problems may arise from p0 
sible extension of price and materi 
controls beyond the war period proj 


THE MAGAZINE OF WALL STREE 





but 

It to 

pmobi 
ers, h 
ick | 
t pa 
pns 11 
welc 
ent 
nrtial 
ing a 
terru 
nsity. 


—_— 


(C 
otors 
bcted 
bstwal 
pctric 
ines, 
ns. I 
ys be 
aren 
nts a 
d $2. 
ts a 
hd 19. 
ease 1 
ere j 
bck i 
ares ¢ 
McG 
my W. 
umu 
s lead 
Pmad 
e mal 
toast 
Pmaste 
ged i 
ps < 
ar Ww 
ble a: 
brnins 
prov. 
h07 a 
bg2 iI 
t she 
1943 
vorab 
ould 
flicier 
ore tl] 
cGra 
lock a 
tT con 
Elect 
Nsiste 
year 
ts fo: 
ecial 
med 
me t 
teen 
hcome 
RSt th: 


br 19< 


ARC 
















re in pr 
ies becon 
estrictiong but their possible effects are diffi- 
chains glitto evaluate. On the other hand, 
, a Sizabigmobilization of millions of sol- 
ince retagets, however gradual, and probably 
%  highgick spending of their mustering- 
st, a gogl pay amounting to several bil- 
1 by indgns in the aggregate should afford 
“his diveg Welcome cushion when employ- 
increaggent. UNcertainties resulting from 


The Chesapeake and Ohio Railway Co. 


A dividend for the first quarter of 1944 of seventy-five 


nts causepttial or full reconversion may cents per share on $25 par common stock will be paid 
price co ing about a marked, if temporary, April 1, 1944, to stockholders of record at close of business 
es of pri lerruption of present buying in- March 8, 1944. Transfer books will not close. 

store buglity- H. F. Lohmeyer, Secretary 
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company has followed a liberal divi- mon. 








years. Higher taxes cut down the in- _ issue of preferred stock ahead of the 
come in the next two years. The 85,000 shares of no par value com- 


Ast y€al#yrors for several lines which are ex-  dend policy for many years, paying Weston Electric Instrument Corp. 
its shouted to be in great demand in the $2 a share or more annually. The is one of the leading makers of re- 
last yealbstwar period, including motors for —_go7,810 shares of no par common cording devices and measuring in- 
sults mikctric refrigerators, washing ma- stock constitute the only outstanding struments used in the telephone, 
| tax rat@hines, vacuum cleaners and electric security. When the war is over, public utility, motor car and several 
ewel Tes, Emerson had indifferent earn- there are bright possibilities for busi- other industries. 










ed by ys before 1941, but for the fiscal 


A number of in- 
ness in the expected boom in motor struments and gauges have been 


ge in tir ending September 30, showed 83 car sales. The company is the larg- made for the armed forces during 
ed refl@ints a share in 1941, $1.57 in 1942 est maker of storage batteries in the the war, most particularly for the 

. d $2.01 in 1943. Dividends of 35 world and numbers among its cus- aviation industry. 
cs in (nts a share each were paid in 1942 tomers Chrysler, Studebaker and ferent products is above 600. 










ollary, i 


Its total of dif- 


Md 1943, with possibilities of an in- Packard. In addition to this post- ings before 1939 were only fair, but 


neral 4 ease this year if earnings hold up. _ war business, it is believed that a very __ in the past five years, they have aver- 
saps: ere are small bond and preferred large replacement of old batteries, aged near to $5 a share annually. 
eS shOu~ick issues ahead of the 388,295 in the cars in use now, will take Dividends since 1940 have been $2 a 






re 1mM§ares of $4 par value common stock. 


place. There has been a moderate share each year. Although Weston 


; and 8McGraw Electric is another com- amount of Exide and Willard bat- has some bank loans, there is no 
the tin my which can count ona very large __teries, made by this company, avail- funded debt and no preferred stock 
al of gMfcumulation of public demand for able-for replacements during the war, ahead of the 160,583 shares of com- 
enjoyll leading products when they can but so many car owners are using mon stock, par $12.50. 

incom’ made again for civilian use. It is their cars on a very small scale that Black & Decker 
estauraie maker of the well known toaster they have not tried to get new bat- Co. before the war was engaged most- 
fly spedffoastmaster,” with its mate “Waf-  teries now, but can be expected to ly in supplying the motor car and the 
ttractiofmaster.” The company is also en- when they can do more motoring building trades with its portable 
it for § ged in peace times in making fuses, _ after hostilities cease. electric tools. 
om larg ps and a number of other items. Apex Electrical Manufacturing Co. of its products have a very bright 
ned higiar work has not proved as profit- makes a number of home appliances, postwar outlook, and this should be 













wer. Th 


Manufacturing 


These two consumers 


ble as was the pre-war business. of which the best known are its elec- reflected in good business for this 


> well-mings in the 1936-9 period were trical washing machine and vacuum company. It showed a sharp decline 
speciall proved on in 1940 and reached cleaner. Unlike some others in this in earnings in the early 1930s, but at 
rom the 307 a share that year, falling to field, it also makes its own motors. — that time, both building and motor 
0k. g2 in 1941 and to $2.11 in 1942, The company has its own distribut- car production were at a low level. 
al tremit showing some new strength late ing facilities and also markets its From 1935 on, excepting 1938, Black 
n of 1943. The 1944 outlook is more products through some large retail: & Decker 











workimvorable, but the postwar period ing stores. Apex is sometimes with $ 


a share or more in many 


| to retafould show a return to earnings thought of as being especially hard years, and $3.78 in 1941. 
nediateflicient to make it possible to re- hit by war conditions, as earnings in fiscal year to September 30, 1943, 
earningpre the former $2 dividend rate. 1941 were $6.11 a share and only earnings were $3.22 a share. With 
1come #cGraw has no konds or preferred $1.84 in 1942. It so happens, however, good prospects for postwar business 
rovidesfock and only 472,000 shares of $1 that $5.88 a share of the 1941 income and earnings, some increase in the 
ecessitiget Common. was a recovery in a patent suit. The $1.60 dividend rate is possible. The 
or oth@Electric Storage Battery has beena earnings record from 1930 to 1940 only outstanding security of the com- 
it consifpasistent earner for a long period was mixed, with some years in which _ pany is the common stock of 389,263 
term pH years. The demand for its prod- — there were earnings as high as $4.79 _ shares, no par value. 

‘ts for war use, added to by some a share and others with deficits. Aver- Master Electric Co. is principally 
lems ispecial items being made for the age earnings, excluding the patent known as the maker of large motors 
h trangmed forces, increased its gross in- suit recovery, were not far from $2 and generators, but it also had some 
rom pame to a record high for the past a share during the past ten years. business in small items such as elec- 
materiafe2 years in 1942 and 1943. Net ‘The postwar demand for washing tric fans, kitchen mixers and hair 



















iod proj come also moved up during the machines and vacuum cleaners is ex- dryers. 


Its pre-war earnings record 


ht three years, with $3.93 reported pected to be active for several years. was good, and income has increased 
sTREEP 194! the top figure in twelve Apex has no bonds and only a small ‘further during the past two years. 
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THE ELECTRIC STORAGE BATTERY CO. 
i The Directors have declared 
Exide 


from the Accumulated Sur- 
BATTERIES 





plus of the Company a divi- 
dend of Fifty Cents ($.50) 
per share on the Common 
Stock, payable March 31, 1944, to stock- 
holders of record at the close of business on 
March 10, 1944. Checks will be mailed. 


H. C. ALLAN, Secretary and Treasurer. 
Philadelphia, February 18, 1944. 











ANACONDA COPPER MINING CO. 


25 Broadway 
New York 4, N. Y., February 24, 1944 
DIVIDEND NO. 143 


The Board of Directors of the Anaconda Copper Mining 
Company has declared a dividend of Fifty Cents (50c) 
per share upon its Capital Stock of the par value of 
$50. per share, payable March 27, 1944, to holders of 
such shares of record at the close of business at 3 
o’clock P.M., on March 7, 1944. 

JAS. DICKSON, 


Secretary & Treasurer 


The postwar outlook is favorable, as 
this company supplies motors for 
about 75 different industrial uses. 
During 1943, the company issued 
$3,000,000 debenture bonds. It has 
no other funded debt, nor preferred 
stock. The common consists of 249.- 
932 shares of $1 par value. 
Cutler-Hammer, Inc., makes a 
large number of electrical devices for 
control, metering and regulating op- 
erations in a number of industries. 
Among the customers are the refrig- 
eration, motor car, building, heating 
and steel industries. From them can 
be expected a large postwar demand 
for many of the products. The 
armed forces are now supplying most 
of the company’s orders and _ profits 
have been large in the past two years. 
From 1936 through 1943, the com- 
pany averaged about $1.75 a share 
annual net income. The company 
has no funded debt or preferred 
stock. The common consists of 659,- 
gg8 shares of no par value. Dividends 
were $1.25 each in the past two years. 





New Outlook for Rail Equip- 
ments 





(Continued from page 565) 

Builders of passenger cars would 
probably not anticipate any good 
volume of postwar business except 
for the fact that no new passenger 
equipment has been authorized dur- 
ing 1942-3 by WPB (except a lew 
cars for military purposes). With a 
record-breaking number of passen- 
gers in 1943, much equipment is of 
course rapidly becoming  obsoles- 
cent. After the war there will be two 
conflicting factors affecting the 
amount of new construction. On 
the one hand, the railroads have 
perhaps become increasingly aware 
that under the conditions which pre- 
vailed in the 1930s they lost heavily 
on their passenger business, due 
to the heavy investment per passen- 
ger in expensive terminals, and the 
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large amount of empty seat mileage 
necessary to maintain legal or com- 
petitive standards of service. On the 
other hand, installation of “stream- 
lined” trains apparently proved prof- 
itable—or at least more profitable 
than the old line business, where 
much of the profits went to the Pull- 
man Company. (Some of these profits 
were illusory because they reflected 
business drawn from the old-fash- 
ioned trains.) On the other hand 
the railroads will feel the urge to 
compete with buses, automobiles 
and air-transport lines by installing 
better equipment. The present big 
supply of aluminum and magnesium 
will help reduce train weights and 
fuel costs. There can be little doubt 
but that the trend toward light- 
weight, stream-lined, air-conditioned 
diesel trains, interrupted by the war, 
will be resumed. Hence old-line 
passenger car builders such as Pull- 
man, American Car & Foundry, and 
Pressed Steel Car may have to meet 
competition from newcomers in the 
field such as Budd Manufacturing. 
Some of the big munitions makers 
such as Kaiser may also turn their 
attention to this field. 

The specialty companies such as 
Westinghouse and New York Air 
Brake, American Brake Shoe, Na- 
tional Malleable, American Steel 
Foundries and Poor are expected to 
enjoy a good level of business vol- 
ume in the immediate postwar pe- 
riod. Rapid deterioration of equip- 
ment under present heavy-duty 
operations should mean a good de- 
mand for parts and supplies, par- 
ticularly as the railroads’ invento- 
ries must be replenished. The trend 
toward larger and more powerful 
equipment, heavier rails, etc., tends 
to. increase the amount of mainte- 
nance work. Moreover, the higher 
accounting standards now prevail- 
ing, with depreciation accounts for 
way and structures as well as equip- 
ment, may tend to increase replace- 
ment of obsolete facilities. 

The makers of signal and train 
control apparatus are also expected 
to enjoy a fair backlog of rail busi- 
ness after the war. The ICC is re- 
quiring more elaborate signal sys- 
tems as a safety measure. Recent 
events have raised the question as 
to why the railroads haven't adopted 
devices like radar to prevent col- 
lisions, the “walkie-talkies” for com- 
munication between engineers and 
yard or caboose switchmen, etc. 
However, a considerable amount of 
work has been done during the war 
on centralized traffic control, which 
throws some doubt on the total vol- 
ume of signal business which will be 
available after the war. 


The outlook for the car leas- 
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ing companies—General Americafemir 
Transportation and Union Tanjfaph 
Car—seems somewhat less favorabldfpeir 
though these companies are welfefore 
protected by their conservative capiind ‘ 
tal setup. The new pipelines buiffom t 
during the war have further demoi\pews 
strated the efficiency of this methofave b 
of transporting oil and  gasolinggcent 
There may be an increased  activiift ret 
in building pipelines, which magfefinit 
also be used for transportation (empo 
other products such as pulverizeffrise | 
coal in water, etc. bwnec 

Summarizing, the rail equipmeyince s 
industry’s near term outlook agr dif 
pears quite favorable, due to thew 
sizeable backlog of demand, the ime 1 
creased purchasing power of raiglypev 
roads, and the partial transition aer \ 
ready effected to a peacetime basipl! the 
Over the longer range, however, tho War 
business cycle will doubtless agai 
prove a determining factor in profit 
with resulting effects on dividend 150 
of the weaker companies. 
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(Continued from page 568) 





ising. Considerable pent-up deman 
has been developing, notably fi... 
typewriters, and export potentialie 4. 
for some time, are likely to exce¢ 
the 20% share of pre-war produ 
tion. On the other hand, the enog,.., , 
mous accumulation of Governmen}), . 
held office equipment calls for 
skillful disposal policy to avoid di 
organization of the domestic mark 
after the war. Since much of thi 
equipment, however, may be bad! 
worn, it is difficult to say just hoi 
great a threat it may constitute | 
future operations. Even at wor 
it should afford sizeable revenue 
from rebuilding and repair work. 

In view of generally favorabl 
over-all prospects, office equipmer) 
shares are selling relatively high i 
relation to current earning powel 
During the nearer term, divident 
rates should be easily maintained 
Companies depending largely of 
rentals, such as International Busi 
ness Machines and _ Pitney-Bowe 
Postage Meter Co. stand out for sta 
bility of earnings, dividends an( 
stock prices. Operations of othe 
companies are more cyclical, hencf, 
their equities more — speculative 
mostly generous dividends, fluctu 
ating with earnings, make for rathe§ ** 
wider than average price changes 
The post-war era may witness som 
deviation from these normal chara 
teristics. International Busines. 
Machines, National Cash Registeip 
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Americatemington Rand and Addresso- 
ion Tanfiaph should profit materially from 
favorableir export potentials, important 
are welfefore the war. Royal Typewriter 
ative capfind Smith-Corona stand to gain 
lines buiffom the large deferred demand for 
er demo pewriters, notably portables which 
is methoffave become increasingly popular in 
gasolingecent years. Thus peace, and with 
dd activiyt return to normal activity, is a 
hich maflefinite boon to the industry despite 
rtation @emporary difficulties which may 
pulverizegrise from disposal of Government- 
bwned equipment. Reconversion, 
quipmemince staggered, promises to be neith- 
tlook agr difficult nor costly though in a 
1e to thgew instances, much retooling will 
d, the ise required, notably by Royal 
r of raifypewriter and National Cash Reg- 
isition ater which had to dismantle much 
ime basigf their facilities when converting 
vever, thgo War work. 
less agai 
in profit 
dividen$l50 Per Capita in Currency 
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ts forking circumstantial evidence, we 
ts hve no proof with which to detail 
he story of skullduggery in the mat- 
er of war-time black-market  busi- 
ess and tax evasion. On the face of 
, lt appears that an amount of cur- 
ency not much less than the total 
use in the ’g0’s is being used for 
the-record purposes. You can bet 
at Big Business corporations— 
ten smeared by the politicians— 
have no part in this. They live in 
lass houses and keep books subject 
responsible audit. You can bet that 
scandalous portion of Small Busi- 
es—for which the politicians cus- 
marily shed at least crocodile tears 
is now keeping books “in the hat” 
t black-market or tax-evasion rea- 
ns, or both in combination. 
Further circumstantial evidence of 
off-the-record” transactions can be 
een in the large increase in out- 
landing currency of denominations 
high @ ot customarily used in normal busi- 
; power ess. As compared with August, 
Lividend39 there was outstanding late last 
ntained{" $983,000,000 more in $50 bills; 
zely of 1,904,000,000 more in $100 bills, 
*l Busif228:000,000 more in $500 bills, and 
Bowl oe more in $1,000 bills. 
“for stig Percentage increases in $50s and 
ids ang00S Was Over twice as great as in 
2 oc land $5 bills. 
1, hea As regards total currency circula- 
lative there have been comparable 
uctl Ipward trends in England and Can- 
r rathef Since the expansion is mainly 
change reflection of increased consumer 
ss sompcome and secondarily of “off-the- 
chard ecord” transactions, it would be a 
Businil tortion of the facts to read undue 
epister inflation” implications into it. Cer- 





568) 


» deman 
tably f 
potential f. 
O excet 
» produ 
the eno 
ernmeni 
lls for 
void di 
c marke 
h of thi 
be_ bad! 
just ho 
titute t 
at. =Wwors 
revenue 
work. 
avorabli 
uipmenl 






































rREETPARCH 4, 1944 





tainly here, as in Canada, inflation- 
ary pressures are primarily incident 
to war-time change in commodity 
supply-demand relationships rather 
than to intrinsic change in the in- 
tegrity of the monetary system. 

It seems probable that the upward 
trend in currency volume will flatten 
out considerably this year; and per- 
haps even terminate. Allowing for 
seasonal factors, employment and 
payrolls appear very near the peak 
for the “duration.” Food supply and 
rationing are under better control 
than previously, which is not helpful 
to black-marketeers. There will be 
no further rise in taxes to provide 
added incentive for evasion. 

The Treasury can not be unaware 
of the use of billions in currency to 
conceal illegal operations. But there 
is no simple remedy. Despite vigor- 
ous prosecution of as many black- 
marketeers and tax evaders as can be 
ferreted out, a regrettably large num- 
ber of people will “take a chance” 
as long as the illegal gains look al- 
luring. It was so with bootlegging 
during Prohibition. It is so today 
with consumer supply generally 
tight, the national income about 75 
per cent greater than in 1929 and 
taxes at a record high. 





The Future of Canada 





(Continued from page 549) 


from the United States. In such case, 
in order to survive, Canada may be 
forced either into some agreement 
with the British Empire, much like 
the Ottawa Agreement was, or she 
may seek closer economic ties with 
us. 

In making this decision, much is 
likely to depend on what role the 
manufacturing industries, on the one 
hand, and on the other hand, the 
primary industries, mining and agri- 
culture, play in the Canadian econ- 
omy. If, for example, some of the 
wartime interdependence between 
Canadian and the United States 
economy is retained and Canada 
finds that she can sell us the bulk of 
her raw materials and semi-manu- 
factures, she may adjust her economy 
closer to ours and scrap some of her 
wartime built manufacturing indus- 
tries. Otherwise the chances are that 
she will grow closer, in an economic 
sense, to the British Empire. 

Either way, there will be but very 
limited and specialized opportunities 
for investment of United States capi- 
tal in Canada. And since the politi- 
cal trend seems “Left of Center,” 
Canada as a “haven” for one’s savings 
is no safer than the U. S., if as much 
so. 





How New Tax Bill Will 
Affect Investors 





(Continued from page 573) 


from EPT liability. Natural gas 
companies are exempted from EPI 
on any output exceeding normal. 
Commercial air lines are granted a 
further extension of the tax subsidy 
on their air-mail contracts. For the 
duration of the war, percentage de- 
pletion allowances are extended to 
producers of such minerals as vermi- 
culite, potash, feldspar, mica, talc, 
lepidolite, barite and spodumene. 
The intent is to spur output of these 
minerals which are urgently required 
in connection with the war effort. 

While the administration lost its 
fight for sharply higher taxes, it did 
win a spirited tussle over the war 
contracts renegotiation act which was 
left virtually unchanged in line with 
administration wishes. Also remain- 
ing in the bill after several close 
votes is the section requiring annual 
reports from labor unions, farm co- 
operatives and other non-profit or- 
ganizations on their fiscal status but 
their tax-exempt status will not be 
changed. 

On the other hand, a section which 
sought to prevent corporations from 
acquiring the assets of defunct cor- 
porations for tax evasion purposes 
was reformulated in less drastic lan- 
guage, bearing down on cases where 
the intent of tax evasion is patent 
and modifying its effect where legiti- 
mate reasons may be advanced for 
such acquisitions. 

Liquidation of corporations is 
facilitated by permitting a domestic 
corporation to distribute assets to 
shareholders without recognition of 
a gain to them until they themselves 
dispose of the assets. The tax bill 
further contains broadened relief 
provisions for companies which 
might suffer from involuntary liqui- 
dation of inventories due to war con- 
ditions. 

All the latter provisions may be 
highly important to individual com- 
panies as implied by their wording, 
and as such deserve attention where 
applicable. In view of the technicali- 
ties involved, it is beyond the scope 
of this article to demonstrate their 
potential effects. Of main interest to 
the average investor is doubtless the 
new bill’s effect on corporate earn- 
ings through raising of the EPT rate 
to 95% as projected in the samples 
contained in our list. These calcula- 
tions, while not considering the effect 
of reduced EPT credits for compa- 
nies using the invested capital base, 





































give a fair indication of the law’s im- 
pact on corporate earnings. In the 
great majority of cases, no serious 
deterioration of income is in pros- 
pect. Some companies which con- 
ceivably might be affected most be- 
cause of their high current profits, 
may escape entirely the additional 
impost since their tax payments have 
already reached, in the aggregate, the 
maximum of 80% stipulated by law. 
Nearly every aircraft manufacturer 
falls into this category. On the other 
hand, the oil and copper industries 
will not be affected materially by the 
tax increase, the steel industry only 
moderately so. Since tax bases vary 
among individual companies, the 
samples listed in our table cannot, 
of course, be considered representa- 
tive for any given industry. 
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considered a prerequisite for any 
invasion effort. In other words, the 
Allies may be willing to trade time 
for blood. The softening-up process 
of Axis Europe by means of air raids, 
steadily increasing in tempo and 
fury, is well under way. In Mr. 
Churchill’s words, it must be re- 
garded as our chief offensive effort 
at the present time, the foundation 
on which invasion plans hinge. 

There have, in the past, been 
many rumors to the effect that an 
invasion has not yet been definitely 
decided upon. This seems hardly 
likely. Rather it may be possible 
that an invasion effort may not be 
attempted quite as early as many 
of us anticipate. The Prime Min- 
ister’s report may or may not sup- 
port some such theory. After all, 
he can hardly be expected to give 
away military secrets; in view of this, 
any speculation as to invasion tim- 
ing would seem futile. There are, 
of ‘course, skeptics who read into 
Churchill’s report some _ further 
British hedging on the _ invasion 
question, who cite his alleged earlier 
reluctance to undertake the costly 
jump across the Channel and believe 
that he still favors other means, in- 
cluding perhaps high-pressure diplo- 
macy, to bring the conflict to a 
decision. 

From an_ international-political 
standpoint, it is perhaps disappoint- 
ing that Mr. Churchill could say no 
more than that no political ground 
has been lost since the conferences 
of Moscow and Teheran. The im- 
plication that no progress has been 
made either is confirmed by his hint- 
ing at the delicacy of political deal- 
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ings with our Eastern ally. This is 
further borne out by Mr. Eden’s 
statement before the House of Com- 
mons that “he does not remember a 
period when foreign policy was so 
difficult to conduct as it is now.” 
Clearly, Russia’s decision to “deal 
roughly” with Poland has created an 
unmistakable sense of apprehension 
in conservative quarters. Whatever 
the real attitude of the British Gov- 
ernment, it has rendered more dif- 
ficult its position at home and any 
possible commitments can be ex- 
pected to be questioned most sharply. 
In view of Britain’s position and in- 
terests on the Continent, this is quite 
natural but the realities of war may 
well create an unpleasant dilemma 
that any Government may find dif- 
ficult to solve. 


Elsewhere in the political sphere, - 


it might be mentioned that Mr. 
Churchill’s interpretation of the 
meaning of “unconditional surren- 
der” is, to my recollection, the first 
to be advanced by any responsible 
Allied leader. At that, it adds little 
to the already existing concept of 
the term as formed from the han- 
dling of the Italian surrender. To 
the Germans, it can be of little sat- 
isfaction if ever they expected a more 
lenient interpretation. Obviously, 
terms will be made after, not before 
surrender. 

On the whole, Mr. Churchill’s re- 
port must be regarded as a realistic 
survey of the war situation, and the 
trend in England to consider their 
own interests paramount. It does 
not minimize, but rather explains, 
the difficulties we presently experi- 
ence, the enormousness of the task 
of enforcing a final decision on the 
battle field, the political differences 
still existing among the Allies and 
the difficulties, but not the impossi- 
bility of reconciling them, especially 
as regards the smaller nations. The 
very realism employed, whatever the 
immediate motive, can be of little 
comfort to the enemy. But it en- 
ables us to look the facts in the face 
and take them for what they are. 
Their corollaries on the home front 
are inescapable. They are, in the 
main, that our best efforts are sitll 
needed to win the war for which no 
possible time table can be drawn up. 
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company has expanded its workin 
capital and earnings are strong wit 
$15.64 a preferred share earned j 
1943 vs. $13.78 earned in 1942. Re 
lease of additional wool for civilia 
use will offset any decline in gov 
ernment orders. 

With a 20 point rise in Nation 
Supply 6% Pfd. and the clearin; 
away of all arrears last year we fee 
that a switch is in order into the § 
Pfd. stock of the same company. Divi 
dends of $3 a share were declared of 
the arrears on this stock in 1943 an{ 
the same payment is likely in 1944 
Arrears of $7.50 per share egg 
at the end of 1943. Earnings in th 
first g months of 1943 were $9.45, pe 
share of this preferred compare 
with $3.66 per share in the samg 
months of 1942. Earnings should by 
well maintained by war orders. Th 
outlook for oil equipment volume i 
good. Contract renegotiation is a 
a serious threat. 

Twin Cities Rapid Transit 7% 
Pfd. paid $7 in 1942 and in 1943 ani 
at least this amount should be pait 
in the next twelve months. $1.75 
share has been declared payablt 
March go to holders of record Marc 
1, 1944. After that payment remain 
ing arrears will amount to $49 pq 
share. The company reported $37.1; 
per share of Pfd. stock earned in th 
first 3 quarters of 1943 vs. $19.26 i 
the same period of 1942. Despil 
higher wages a very good earning 
rate should be continued by thi 
Transit Company as long as busine 
is active and use of gasoline r 
stricted. 

American Light and Tractio 
should be added as a favorable spet 
ulation for profit and income. Thi 
$1.20 dividend constitutes a 7% yielf 
at present quotations. The stock ha 
a book value of $41.11. Its estima} 
ed liquidating value is well abov 
its market price of $17, so the fa 
that it is being liquidated under thy 
Holding Company Act is no det] 
ment. The outlook for utilities 
strong from an earnings and a polit 
cal viewpoint. 

As indicated, this portfolio adjus 
ment calls for profit taking on 4 
issues recommended a year ago wi 
the exception of the Interlake Ird 
and New York Central. I close wi 
the same warning as a year ago “thi 
today no issue can be held indefi 
itely so that any or all of my sugg@ 
tions may attain prices where prolif 
taking will be advisable.” 4 
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(Continued from page 576) 
preferred stock as compared with 
$4.47 in 1942. The price range on 
the New York Stock Exchange in 
1943 was: high 9714, low 7214, last 
g4- At current market price, the 
yield is 6.3 per cent. 

Latest available consolidated bal- 
ance sheet, dated January 31st, 1943, 
shows total current assets of $25,495,- 
986 as compared with total current 
liabilities of $6,808,897, and net cur- 
rent assets of $18,687,089. Cash, 
alone, amounted to $7,106,528, ex- 
ceeding total current liabilities. The 
company cleared up all of its arrears 
in 1937 and since then the $6 divi- 
dend rate has been paid regularly. 
While the preferred stock can only 
be classified as medium grade, the 
company’s financial position is sound 
and the return on this stock pro- 
vides a good income yield. . While 
it is subject to market price fluctu- 
ations, we think it can safely be in- 
cluded in a business man’s portfolio. 
Preferred stocks as a rule are gov- 
erned by two factors, namely, the 
long cycle of-long term capital rate 
and the trend of corporation earn- 
ings, the latter usually determined by 
the level of business activity. The 
relative effect of the two factors upon 
medium grade preferred stock varies 
with the degree of quality. With 
this company the main factor is 
earnings, rather than interest rates, 
and prospect is good. 





Outlook for Farm Equip- 
ments 





(Continued from page 563) 
equipment should mean a substan- 
tial gain in sales for 1944. However, 
costs are rising and with the recent 
inroads on the “Little Steel” formula, 
further wage increases may prove 
necessary—possibly without compen- 
satory increases in raw material costs 
(though renegotiation of war con- 
tracts may absorb some _ increased 
costs). Thus despite the excellent 
sales outlook, increased expenses and 
excess profits taxes will probably 
hold share earnings to around the 
1942-3 levels. However, if govern- 
ment restrictions are lifted after the 
war and the industry can concentrate 
on a backlog of two or three years’ 
accumulated farm business, profits 
may run substantially higher, par- 
ticularly with any modification of 
federal taxes. 
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potential for new buyers. 

Some paper companies are partly 
or wholly integrated. Hinde & 
Dauch, a leading producer of ship- 
ping boxes, operates six paper mills 
and 14 box factcries but does not 
own its pulp supply. The latter fact 
is a disadvantage under present pulp 
shortages, but an advantage under 
normal competitive conditions in 
pulp. Earnings record has been con- 
sistently good except under extreme 
depression conditions; and the com- 
pany is among the minority whose 
best war-period profits were under 
those of best pre-war years. It earned 
$3.55 in 1937 and $1.29 even in the 
poor year 1938. In more recent years 
net has ranged between low of $1.90 
in 1939 and high of $2.59 in 1941— 
with $2.29 in 1942 and $1.80 for first 
nine months of 1943. Financial posi- 
tion appears comfortable; there is 
only a small preferred issue ahead of 
the 360,250 shares of common and 
current yield of $1.50 indicated divi- 
dend rate is 7.1 per cent. At 20 the 
stock is near the high of its 1943 
range but 16 points below 1937 high. 

Union Bag & Paper is an inte- 
grated maker of paper bags, wrap- 
ping paper and linerboard. Back 
earnings record has shown rather 
marked fluctuations, without an ap- 
parent secular growth. War-time 
profits—ranging between $1.70 and 
$1.50 for 1940-1942—have been much 
above pre-war average which, except- 
ing $1.32 in 1937, was well below $1 
a share. With a sizable debt ahead 
of the 1,257,037 shares of common, 
the stock at 95% is regarded by the 
writer as an unattractive speculation. 
Earnings of .53 cents for the nine 
months to Sept. 30 suggest probable 
substantial shrinkage in full-year net 
from 1942 figure of $1.50. 

Most other companies in the field 
are classed as mainly, or wholly, 
primary producers of paper, rather 
than intermediate fabricators of pa- 
per products. By far the largest is 
International Paper, producing vir- 
tually every type of paper and pulp. 
Newsprint from its Canadian prop- 
erties is still very important but in 
recent years has been passed in ton- 
nage by output of International’s 
Southern Kraft subsidiary. Financial 
position has been improved. Work- 
ing capital is ample and preferred 
arrears were cleared in 1940-1941. 
However, there is $56,000,000 oi debt 
and g25,000 shares of $5 preferred 


ahead of the 1,823,000 shares of com 
mon. The fact that the preferred 
stock is now priced on a 7.3 per cent 
yield basis attests to the speculative 
position of the common. Yet, unde 
favorable conditions, large earning 
can be shown, as for instance $6.07) 
and $6.37 on the common in 1940 
and 1941, respectively. There wag 
sharp drop to $1.75 in 1942 and $1.79) 
was shown for nine months to last 
Sept. 30. Pre-war earnings record wag 
unimpressive, with no dividend 
Whether and when dividends will be 
inaugurated is conjectural. ‘The stock 
is the most active of the paper group) 
In fact, marketwise, it is to pap 
what Big Steel is to the steel stocks. 
Champion Paper & Fibre has 
good position in the book paper divi 
sion, also makes cardboard and othe 
stock for containers. Pre-war earn 
ings were not among the best fo 
stability; and peak war-time profits 
$3.36 and $4.71 per share, respeg 
tively, in the fiscal years 1941 and 
1942 —must be considered excep 
tional. Interim net of 75 cents fe 
12 weeks to last Nov. 7 was equi¥ 
alent to annual rate of $3.25. Divi 
dends at the rate of $1 have beet 
paid for the past four years. The 
is a debt of about $12,000,000 an 
89,493 shares of $6 preferred aheat 
of the 550,500 shares of common. 
27, or near the 1943 high, t 
writer does not regard the stock 3 
attractive for investment or speculé 
tive appreciation potential—thoug 
it sold at 6314 in 1937 on earnings @ 
$1.98 a share and dividend of $1.25 
Somebody must have been dreaming 
West Virginia Pulp & Paper is 
sound old-line, integrated produc@ 
of printing papers and, especiall 
over the past decade, has become a 
important factor in kraft papers am 
paperboard. There are many Db 
products. Current financial positid 
is strong and highly liquid. It 
stated that presently outstanding 
funded debt of about $4,600,000 of 
per cent bonds will soon be retiré 
out of surplus cash. Position is bei 
further improved by substitution ¢ 
an issue of 155,830 shares of 414 pé 
cent cumulative preferred for pré 
ently outstanding equal number 6 
shares of 6 per cent cumulative p 
ferred. Pre-war earnings fluctuate 
rather widely. Although commo 
dividends have been consistent 
paid for many years, rates often we 
low. War-time earnings have bed 
much above pre-war average, rea 
ing peak of $3.70 a share in 194 
dipping to $2.05 in 1942 and to $14 
in 1948, all years being fiscal peri 
ended Oct. 31. Dividend of $1. 
was paid last year. Assuming co 
tinuance yield is around 7.3 per cel 


THE MAGAZINE OF WALL STRE 





ere wag 
nd $1.78 


vidends, 


s will be 


> group, 
O pape 
stocks. 

e has @ 
per divi 


special 
come a 


e retire 
is bei 


tive prt 
uctuaté 





